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Defense Through Deterrents 


FREE WORLD SHOULD RETAIN SUPERIORITY IN NUCLEAR WEAPONS 
By SIR WINSTON CHURCHILL, Prime Minister of Great Britain 
Delivered in the House of Commons, London, England, March 1, 1955 


when the whole world is divided intellectually and to 

a large extent geographically between the creeds of 
Communist discipline and individual freedom, and when at 
the same time this mental and psychological division is ac- 
companied by the possession by both sides of the obliterating 
weapons of the nuclear age. 

We have antagonisms now as deep as those of the Refor- 
mation and its reactions which lead to the Thirty Years War. 
But now they are spread over the whole world instead of 
only over a small part of Europe. We have to some extent 
the geographical division of the Mongol invasion in the 13th 
century, only more ruthless and more thorough. We have 
force and science, hitherto the servants of man, now threaten- 
ing to become his master. 

I am not pretending to have a solution for a permanent 
peace between the nations which could be unfolded this 
afternoon. We pray for it. Nor shall I try to discuss the cold 
war which we all detest but have to endure. I shall only ven- 
ture to offer to the House some observations mainly of a 
general character on which I have pondered long and which I 
hope may be tolerantly received as they are intended by me 

And here may I venture to make a personal digression? I 
do not pretend to be an expert or to have technical knowledge 
of this prodigious sphere of science. But in my long friend- 
ship with Lord Cherwell I have tried to follow and even pre- 
dict the evolution of events. I hope that the House will not 
reprove me for vanity or conceit if I repeat what I wrote a 
quarter of a century ago: 

“We know enough,” I said, “to be sure that the scientific 
achievements of the next 50 years will be far greater, more 
rapid and more surprising than those we have already ex- 
perienced. High authorities tell us that new sources of power 
vastly more important than any we yet know, will surely be 
discovered. Nuclear energy is incomparably greater than the 
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molecular energy which we use today. The coal a man can get 
in a day can easily do five hundred times as much work as the 
man himself. Nuclear energy is at least one million times more 
powerful still. If the hydrogen atoms in a pound of water 
could be prevailed upon to combine together and form helium 
they would suffice to drive a thousand horse-power engine for 
a whole year. If the electrons—those tiny planets of the 
atomic systems—were induced to combine with the nuclei in 
the hydrogen, the horse-power liberated would be 120 times 
greater still. There is no question among scientists that this 
gigantic source of energy exists. What is lacking is the match 
to set the bonfire alight, or it may be the detonator to cause 
the dynamite to explode.” 

This is no doubt not quite an accurate description of what 
has been discovered, but as it was published in the “Strand” 
Magazine of December, 1931—24 years ago—lI hope that my 
plea to have long taken an interest in the subject may be in- 
dulgently accepted by the House. 


What is the present position? Only three countries possess, 
in varying degrees, the knowledge and the power to make 
nuclear weapons. Of these, the United States is over- 
whelmingly the chief. Owing to the breakdown in the ex- 
change of information between us and the United States since 
1946 we have had to start again independently on our own. 
Fortunately executive action was taken promptly by the Right 
Honorable Gentleman, the Leader of the Opposition, to reduce 
as far as possible the delay in our nuclear development and 
production. By his initiative we have made our own atomic 
bombs. Confronted with the hydrogen bomb I have tried to 
live up to the Right Honorable Gentleman’s standard. We 
have started to make that one too. 

It is this grave decision which forms the core of the defense 
paper which we are discussing this afternoon. Although the 
Soviet stockpile of atomic bombs may be greater than that of 
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Britain, British discoveries may well place us above them, in 
fundamental science. 

May I say that for the sake of simplicity and to avoid verbal 
confusion I use the expression “Atomic bombs” and also 
“Hydrogen Bombs’’ instead of ““Thermo-nuclear” and I keep 
“Nuclear” for the whole lot. 

There is an immense gulf between the atomic and the 
hydrogen bomb. The atomic bomb, with all its terror, did 
not carry us outside the scope of human control or manage- 
able events in thought or action, in peace or war. But when 
Mr. Sterling Cole, the Chairman of the United States Con- 
gressional Committee, gave out a year ago—17th February 
1954—the first comprehensive review of the hydrogen bomb, 
the entire foundation of human affairs was revolutionised 
and mankind placed in a situation both measureless and laden 
with doom. 

It is now the fact that a quantity of plutonium—probably 
less than would fill this box on the table, and quite a safe 
thing to store—would suffice to produce weapons which would 
give indisputable world domination to any great power which 
was the only one to have it. There is no absolute defense 
against the hydrogen bomb, nor is any method in sight by 
which any nation or any country can be completely guaranteed 
against the devastating injury which even a score of them 
might inflict on wide regions. 

What ought we to do? Which way shall we turn to save our 
lives and the future of the world? It does not matter so much 
to old people. They are going sooon anyway. But I find it 
poignant to look at youth in all its activities and ardor and 
most of all to watch little children playing their merry games 
and wonder what would lie before them if God wearied of 
mankind. 

The best defence would of course be bonafide disarmament 
all round. This is in all our hearts but sentiment must’ not 
cloud our vision. It is often said that “facts are stubborn 
things.’”” A renewed session of a sub-committee of the Dis- 
armament Commission is now sitting in London and is rightly 
attempting to conduct its debates in private. We must not 
conceal from ourselves the gulf between the Soviet Govern- 
ment and the NATO Powers which has hitherto, for so long, 
prevented an agreement. The long history and tradition of 
Russia makes it repugnant to the Soviet Government to accept 
any practical system of international inspection. 

A second difficulty lies in the circumstances that just as the 
United States on the one hand has, we believe, the over- 
whelming mastery in nuclear weapons so the Soviets and their 
Communist satellites have immense superiority in what are 
called “conventional” forces—the sort of arms and forces 
with which we fought the last war, but much improved. The 
problem is therefore to devise a balanced and phased system 
of disarmament which at no period enables any one of the 
participants to enjoy an advantage which might endanger the 
security of the others. A scheme on these lines was submitted 
last year by Her Majesty’s Government and the French Govern- 
ment and was accepted by the late M. Vishinsky as a basis of 
discussion. It is now being examined in London. 

If the Soviet Government has not at any time since the war 
shown much nervousness about the American possession of 
nuclear superiority, that is because they are quite sure that it 
will not be used against them aggressively, even in spite of 
many forms of provocation. On the other hand the NATO 
Powers have been combined together by the continued ag- 
gression and advance of Communism in Asia and in Europe. 
That this should have eclipsed in a few years and largely 
effaced the fearful antagonism and memories that Hitlerism 
created for the German people is an event without parallel but 
it has, to a large extent, happened. There is widespread be- 
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lief throughout the free world that, but for American nuclear 
superiority, Europe would already have been reduced to satel- 
lite status and the Iron Curtain would have reached the 
Atlantic and the Channel. 

Unless a trustworthy and universal agreement upon dis- 
armament, conventional and nuclear alike, can be reached and 
an effective system of inspection is established and is actually 
working, there is only one sane policy for the free world in 
the next few years. That is what we call defense through 
deterrents. This we have already adopted and proclaimed. 

These deterrents may at any time become the parents of 
disarmament, provided that they deter. To make our con- 
tribution to the deterrent we must ourselves possess the most 
up-to-date nuclear weapons, and the means of delivering them. 
That is the position which the Government occupy. We are. 
to discuss this not only as a matter of principle: there are 
many practical reasons which should be given. 

Should war come, which God forbid, there are a large num- 
ber of targets that we and the Americans must be able to strike 
at once. There are scores of airfields from which the Soviets 
could launch attacks with hydrogen bombs as soon as they 
have the bombers to carry them. It is essential to our deterrent 
policy and to our survival to have, with our American allies, 
the strength and numbers to be able to paralyse these potential 
Communist assaults in the first few hours of the war, should 
it come. 

The House will perhaps note that I avoid using the word 
Russia as much as possible in this discussion. I have a strong 
admiration for the Russian people—for their bravery, their 
many gifts, and their kindly nature. It is the Communist dic- 
tatorship and the declared ambition of the Communist Party 
and their proselytising activities which we are bound to resist, 
and that is what makes this great world cleavage which I 
mentioned when I opened my remarks. 

There are also big administrative and industrial targets be- 
hind the Iron Curtain, and any effective deterrent policy must 
have the power to paralyse them all at the outset, or shortly 
after. There are also the Soviet submarine bases and other 
naval targets which will need early attention. Unless we make 
a contribution of our own—that is the point which I am 
pressing—we cannot be sure that in an emergency the resources 
of other powers would be planned exactly as we would wish or 
that the targets which would threaten us most would be given 
what we consider priority, or the deserved priority, in the 
first few hours. 

These targets might be of such cardinal importance that it 
would really be a matter of life and death for us. 

All this, I think, must be borne in mind in deciding our 
policy about the conventional forces, to which I will come 
later, the existing services. 

Meanwhile, the United States has many times the nuclear 
power of Soviet Russia—I avoid any attempt to give exact 
figures—and they have, of course, far more effective means of 
delivery. Our moral and military support of the United 
States and our possession of nuclear weapons of the highest 
quality and on an appreciable scale, together with their means 
of delivery, will greatly reinforce the deterrent power of the 
free world, and will strengthen our influence within the free 
world. That, at any rate, is the policy which we have decided 
to pursue. 

That is what we are now doing, and I am thankful that it 
is endorsed by a mass of responsible opinion on both sides 
of the House, and, I believe, by the great majority of the na- 
tion. 

A vast quantity of information, some true, some exag- 
gerated, much out of proportion, has been published about the 
hydrogen bomb. The truth has inevitably been mingled with 
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fiction, and I am glad to say that panic has not occurred. 
Panic would not necessarily make for peace. That is one rea- 
son why I have been most anxious that responsible discussions 
on this matter should not take place on the B. B. C. or upon 
television, and I thought that I was justified in submitting that 
view of Her Majesty’s Government to the antuhorities, which 
they at once accepted—very willingly accepted. 

Panic would not necessarily make for peace even in this 
country. There are many countries where a certain wave of 
opinion may arise and swing so furiously into action that de- 
cisive steps may be taken from which there is no recall. As it 
is, the world population goes on its daily journey despite its 
somber expression and earnest longing for relief. That is the 
way we are going on now. 

I shall content myself with saying about the power of this 
weapon, the hydrogen bomb, that apart from all the state- 
ments about blast and heat effects over increasingly wide areas 
there are now to be considered the consequences of ‘‘fall-out”’ 
as it is called, of windborne radio-active particles. There is 
both an immediate direct effect on human beings who are in 
the path of such a cloud and an indirect effect through ani- 
mals, grass and vegetables, which pass on these contagions to 
human beings through food. 

This would confront many who escaped the direct effects 
of the explosion with poisoning or starvation, or both. Imag- 
ination stands appalled. There are of course the palliatives 
and precautions of a courageous civil defense, and about that 
the Home Secretary will be speaking later on tonight. But our 
best protection lies, as | am sure the House will be convinced, 
in successful deterrents operating from a foundation of sober, 
calm and tireless vigilance. 

However, a curious paradox has emerged. Let me put it 
simply. After a certain point has been passed, it may be said, 
the worse things get the better. The broad effect of the latest 
developments is to spread almost indefinitely and at least to 
a vast extent the area of mortal danger. This should certainly 
increase the deterrent won Soviet Russia by putting her 
enormous spaces and scatcered population on an equality, or 
or near equality, of vulnerability with our small, densely popu- 
lated island and with Western Europe. 


I cannot regard this development as adding to our dangers. 
We have reached the maximum already. On the contrary, to 
this form of attack continents are vulnerable as well as islands. 
Hitherto crowded countries, as I have said, like the United 
Kingdom and Western Europe, have had this outstanding 
vulnerability to carry. But the hydrogen bomb with its vast 
range of destruction and the even wider area of contamination 
would be effective also against nations whose population 
hitherto has been so widely dispersed over large land areas 
as to make them feel that they were not in any danger at all. 

They too become highly vulnerable; not yet equally per- 
haps, but still highly and increasingly vulnerable. Here again 
we see the value of deterrents, immune against surprise and 
well understood by all persons on both sides—I repeat on both 
sides—who have the power to control events. That is why I 
have hoped for a long time for a top level conference where 
these matters could be put plainly and bluntly from one 
friendly visitor to the conference to another. 

Then it may well be that we shall, by a process of sublime 
irony, have reached a stage in this story where safety will be 
the sturdy child of terror, and survival the twin brother of 
annihilation. Although the Americans have developed wea- 
pons capable of producing all the effects I have mentioned, we 
believe that the Soviets so far have tested by explosion only 
a type of bomb of intermediate power. 

There is no reason why, they should not develop some time 
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within the next four, three, or even two, years more advanced 
and full means to deliver them on North American targets. 
Indeed, there is every reason to believe that within that 
period they will. In trying to look ahead like this we must be 
careful ourselves to avoid the error of comparing the present 
state of our preparations with the stage which the Soviets 
may reach in three or four years time. It is a major error of 
thought to contrast the Soviet position three or four years 
hence with our own position today. It is a mistake to do this, 
either in the comparatively precise details of aircraft develop- 
ment or in the measureless sphere of nuclear weapons. 

The threat of hydrogen attack on these islands lies in the 
future. It is not with us now. According to the information 
that I have been able to obtain—I have taken every oppor- 
tunity to consult all the highest authorities at our disposal— 
the only country which is able to deliver today a full-scale 
nuclear attack with hydrogen bombs at a few hours notice is 
the United States. That surely is an important fact, and from 
some points of view and to some of us it is not entirely with- 
out comfort. 

It is conceivable that Soviet Russia, fearing a nuclear attack 
before she has caught up with the United States and created 
deterrents of her own, as she might argue that they are, 
might attempt to bridge the gulf by a surprise attack with 
such nuclear weapons as she has already. American superiority 
in nuclear weapons, reinforced by Britain, must therefore 
be so organized as to make it clear that no such surprise at- 
tack would prevent immediate retaliation on a far larger scale. 
This is an essential of the deterrent policy. 

For this purpose, not only must the nuclear superiority of 
the Western Powers be stimulated in every possible way, but 
their means of delivery of bombs must be expanded, im- 
proved, and varied. It is even probable, though we have not 
been told about it outside the N. A. T. O. sphere, that a great 
deal of this has been already done by the United States. We 
should aid them in every possible way. I will not attempt to 
go into details, but it is known that bases have been and are 
being established in as many parts of the world as possible 
and that over all rests the United States Strategic Air Force, 
which is in itself a deterrent of the highest order and is in 
ceaseless readiness. The Soviet Government probably knows 
in general terms of the policy that is being pursued, and of 
the present United States strength and our own growing addi- 
tion to it. 

Thus, they should be convinced that a surprise attack could 
not exclude immediate retaliation. As one might say to them: 
Although you might kill millions of our peoples, and cause 
widespread havoc by a surprise attack, we could, within a 
few hours of this outrage, certainly deliver several, indeed 
many times the weight of nuclear material which you have 
used, and continue retaliation on the same scale. We have, 
we could say, already hundreds of bases for attack from all 
angles and have made an intricate study of suitable targets. 
Thus, it seems to me, with some experience of wartime talks, 
you might go to dinner and have a friendly evening. I should 
not be afraid to talk things over.as far as they can be. This, 
and the hard facts, would make the deterrent effective. 

I must make one admission, and any admission is formid- 
able. The deterrent does not cover the case of lunatics or 
dictators in the mood of Hitler when he found himself in his 
final dug-out. That is a blank. Happily, we may find methods 
of protecting ourselves, if we were all agreed, against that. 

All these considerations lead me to believe that, on a broad 
view, the Soviets would be ill-advised to embark on major 
aggression within the next three or four years. One must 
always consider the interests of other people, when you are 
facing a particular situation. The Russian interests may be 
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the only guide that is available. We may calculate therefore, 
that World War will not break out within that time. If, at 
the end of that time, there should be a supreme conflict, the 
weapons which | have described this afternoon would be avail- 
able to both sides, and it would be folly to suppose that they 
would not be used. Our precautionary dispositions and pre- 
parations must therefore be based on the assumption that, if 
war should come, those weapons would be used. 

I repeat therefore, that during the next three or four years 
the Free World should and will retain an overwhelming 
superiority in hydrogen weapons. During that period it is 
most unlikely that the Russians would delibeately embark on 
major war or attempt a surprise attack either of which would 
bring down upon them at once a crushing weight of nuclear 
retaliation. In three or four years’ time, it might be even less, 
the scene will be changed. The Soviets will probably stand 
possessed of hydrogen bombs and the means of delivering 
them not only on the United Kingdom but also on North 
American targets. They may then have reached a stage not 
indeed of parity with the United States and Britain but of 
what is called “saturation.” 

I must explain this term of art. ‘Saturation’ in this con- 
nection means the point where although one power is stronger 
than the other—perhaps much stronger—both are capable of 
inflicting crippling or quasi-mortal injury on the other with 
what they have got. It does not follow however that the risk 
of war will then be greater. Indeed, it is arguable that it will 
be less, for both sides will then realise that global war would 
result in mutual annihilation. 

Major war of the future will differ there‘ore from anything 
we have known in the past, in this one significant respect 
that each side at the outset will suffer what it dreads the most 
—the loss of everything that it has ever known. The deterrents 
will grow continually in value. In the past an aggressor has 
been tempted by the hope of snatching an early advantage. 
In future, he may be deterred by the knowledge that the other 
side has the certain power to inflict swift, inescapable and 
crushing retaliation. 

Of course, we should all agree that a wonderful interna- 
tional agreement on disarmament is the goal at which we 
should aim. The Western democracies disarmed themselves 
at the end of the war. The Soviet Government did not disarm, 
and the Western nations were forced to rearm, though only 
partially, after the Soviets and Communists had dominated 
all Chinia and half Europe. That is the present position. It 
is easy of course for the Communists to say now, ‘Let us ban 
all nuclear weapons.” Communist ascendancy in conventional 
weapons would then become overwhelming. That might 
bring peace but only peace in the form of the subjugation of 
the free world to the Communist system. 

I shall not detain the House very much longer and I am 
sorry to be so long. The topic is very intricate. 1 am anxious 
to repeat and to emphasize the one word which is the theme 
of my remarks, namely “deterrent.” That is the main theme. 

The hydrogen bomb has made an astounding incursion into 
the structure of our lives and thoughts. Its impact is prodi- 
gious and profound, but I do not agree with those who say 
“Let us sweep away forthwith all our existing defence services 
and concentrate our energy and resources on nuclear weapons 
and their immediate ancillaries.” The policy of the deterent 
cannot rest on nuclear weapons alone. We must, together 
with our N. A. T. O. allies, maintain the defensive shield in 
Western Europe. 

Unless the N. A. T. O. Powers had effective forces there on 
the ground and could make a front there would be nothing 
to prevent piecemeal advance and encroachment by the Com- 
munists in this time of so-called peace. By successive infiltra- 
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tions the Communists could progressively undermine the 
security of Europe. Unless we were prepared to unleash a full- 
scale nuclear war as soon as some local incident occurs i some 
distant country, we must have conventional forces in readiness 
to deal with such situations as they arise. 


We must, therefore, honour our undertaking to maintain our 
contribution to the N. A. T. O. Forces in Europe in time of 
peace. In war, this defensive shield would be of vital im- 
portance for we must do our utmost to hold the Soviet and 
satellite forces at arms length in order to prevent short range 
air and rocket attack on these islands. Thus, substantial 
strength in conventional forces has still a vital part to play in 
the policy of the deterrent. It is perhaps of even greater im- 
portance in the “Cold War.” 

Though world war may be prevented by the deterrent 
power of nuclear weapons, the Communists may well resort 
to military action in furtherance of their policy of infiltration 
and encroachment in many parts of the world. There may well 
be limited wars on the Korean model, with limited objectives. 
We must be able to play our part in these, if called upon by 
the United Nations Organization. In the conditions of today, 
this is also an aspect of our Commonwealth responsibility. We 
shall need substantial strength in conventional forces to fulfill 
our worldwide obligations in these days of uneasy peace and 
extreme bad temper. 

To sum up this part of the argument, of course, the develop- 
ment of nuclear weapons will affect the shape and organiza- 
tion of the armed forces and also of civil defence. We have 
entered a period of transition in which the past and the future 
will overlap. But it is an error to suppose that, because of 
these changes, our traditional forces can be cast away or super- 
seded. 

The tasks of the Army, Navy and Air Force in this transi- 
tion period are set forth with clarity in the Defense White 
Paper. The means by which these duties will be met are ex- 
plained in more detail in the Departmental papers which have 
been laid before the House by the three Service Ministers. No 
doubt, nothing is perfect; certainly nothing is complete, but, 
considering that these arrangements have been made in the 
first year after the apparition of the hydrogen bomb the far- 
seeing and progressive adaptability which is being displayed 
by all three services is remarkable. 

I understand that there is to be a vote of censure. Well, 
certainly, nothing could be more worthy of censure than to 
try to use the inevitable administrative difficulties of the 
transitional stage as a utensil of party politics and would-be 
electioneering. I am not saying that anyone is doing it; 
we shall see when it comes to the vote. The future shape of 
civil defense is also indicated in broad outline in the De- 
fense White Paper. This outline will be filled in as the pre- 
paration of the new er proceeds, but the need for an 
effective system of civil defense is surely beyond dispute. 

It presents itself today in its noblest aspect, namely, the 
Christian duty of helping fellow mortals in distress. Rescue, 
salvage and ambulance work have always been the core of 
civil defence, and no city, no family nor any honorable man 
or woman can repudiate this duty and accept from others help 
which they are not prepared to fit themselves to render in 
return. 

If war comes, great numbers may be relieved of their duty 
by death. But none must deny it as long as they live. If they 
do, they might perhaps be put in what is called “‘Conventry.”’ 
I am speaking of the tradition, and not of any particular 
locality. 

The argument which I have been endeavoring to unfold 
and consolidate gives us in this island an interlude. Let us 
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not waste it. Let us hope we shall use it to augment or at 
least to prolong our security and that of mankind. 

But how? 

There are those who believe, or at any rate say, if we have 
the protection of the overwhelmingly powerful United States, 
we need not make the hydrogen bomb for ourselves or build 
a fleet of bombers for its delivery. We can leave that to our 
friends across the ocean. Our contribution should be criticism 
of any unwise policy into which they may drift or plunge. 
We should throw our hearts and consciences into that. 

Personally, I cannot feel that we should have much influence 
over their policy or actions, wise or unwise, while we are 
largely dependent, as we are today, upon their peony We 
too must possess substantial deterrent power of our own. We 
must also never allow, above all, I hold, the growing sense of 
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unity and brotherhood between the United Kingdom and the 
United States and throughout the English-speaking world to 
be injured or retarded. Its maintenance, its stimulation and its 
fortifying is one of the first duties of every person who wishes 
to see peace in the world and wishes to see the survival of this 
country. 

To conclude, mercifully, there is time and hope if we 
combine patience and courage. All deterrents will improve 
and gain authority during the next ten years. By that time, 
the deterrent may well reach its acme and reap its final re- 
ward. The day may dawn when fair play, love for one’s 
fellow men, respect for justice and freedom, will enable 
tormented generations to march forth serene and triumphant 
from the hideous epoch in which we have to dwell. Mean- 
while, never flinch, never weary, never despair. 


The United Nations — Impotent and Paralyzed 


WE MUST NOT COMPROMISE OUR CONSTITUTION GUARANTIES 
By WILLIAM F. KNOWLAND, Senator from California 
Delivered at Washington's Birthday Banquet of the Sons of the Revolution, New York, N. Y., February 22, 1955 


the Sons of the Revolution of the State of New York, 
I am greatly honored to be called upon to respond to 
the toast to General George Washington. 

As the leader of the Army of the Revolution he was first 
in war and his courage and ability played a major part in the 
winning of our independence. 

After this great service to the new Nation, he felt he was 
entitled to retire, but we consider him first in peace because 
he presided over the Constitutional Convention which gave 
us the basic framework of our Government and then later 
became the first President under the Constitution. 

In the period of our national life since then, he has been 
truly first in the hearts of his countrymen. 

While we are here to pay tribute to George Washington 
and the service he rendered to our Nation, it is also fitting 
and proper that we review some of the current problems and 
the effect they may have upon the institutions he did so much 
to help create and to preserve. 

The world balance of power has been so upset that no 
prudent person can ignore the realities of the situation. Not 
only the future of this Republic but the hope for a free world 
of free men largely depends upon the policies that we follow 
and the firmness with which we and the free nations deal with 
future communist aggression or threat of aggression. 

In the past 10-year period international communism has 
increased its power, its area, and its population. Ten years 
ago at this time there were less than 200 million people be- 
hind the Communist Iron Curtain. Today over 800 million 
people live under the most ruthless, godless tyranny the world 
has ever known. 

Recognizing the inherent danger in further Communist 
conquest, the Government of the United States has undertaken 
a series of commitments under the North Atlantic Alliance, 
the ANZUS (Australia-New Zealand-United States) Mutual 
Defense Pact and mutual defense pacts with the Republic of 
the Philippines, the Republic of Korea, Japan, southeast Asia, 
and the Republic of China. 

The last two treaties were overwhelmingly ratified by the 
Senate this month. 

In a display of national unity that should have encouraged 
our friends abroad, given courage to the neutrals and opened 
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the eyes of the would-be agressor, the House of Representa- 
tives passed the resolution by a vote of 409 to 3 and the Senate 
by a vote of 85 to 3. 

This action had no sooner been taken and the two treaties 
ratified than diplomatic moves started on the part of certain 
Asian and European powers to bend the line of defense 
in the Pacific and lay the ground-work for a conference which 
would have all the unfortunate results of a Munich, a Yalta 
or a Geneva wherein the aggressor gains his objectives at the 
conference table. 

Unfortunately, the history of these conferences has been 
that it is always the free world that gives up territory and 
surrenders human beings to the control of the Communists. 
It is never the other way around, wherein the enslaved people 
gain their freedom. We must not permit Gulliver to be tied 
down by the Lilliputians. There are those, at home and abroad, 
who seek to advance, the cause of world government. Until 
now it has not been a major threat to our Constitution or our 
sovereignty. The development of the atomic and hydrogen 
weapon has caused some persons at home and abroad to 
believe that world peace and security depend upon some 
form of world state. This is a fallacy that could cost us our 
freedom. 

This country cannot join its political system with the other 
nations of the world, including Communist or other dictator- 
ships, without diluting cur constitutional guaranties. How can 
a Communist dictatorship, or any other kind, have an equal 
voice with this free Nation without compromising our con- 
stitutional structure of government and the rights of free 
men? How can a Socialist or Communist economic system be 
tied to ours without first comprising and then destroying the 
free economic system, the rights of private capital, and the 
unregimented life of our people? How can we join our pro- 
ductive capacity and resources to the unproductive who lack 
resources without destroying the living standards of our 
people whose enterprise and thrift helped them accumulate 
property and capital for new industry? This has been the 
great incentive that has advanced us from a small colony of 3 
million to a great Nation of 165 million people, the most 
productive the world has ever known. 

It is one thing for the American people by deliberate choice, 
after thorough debate, to amend our Constitution to meet 
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changing conditions. To allow it to happen by default would 
be a betrayal of our responsibilities. 

We must not permit court decisions of Executive agreements 
to raise such to the status of treaties. Nor will we long preserve 
our Constitution, drafted at Philadelphia under the chair- 
manship of George Washington, if we fail to challenge any 
effort to amend our Constitution by use of a loophole which 
may provide a treaty or Executive agreement short-cut to what 
was intended to be a difficult process. 

Let us examine the record of the United Nations as an 
agency for effective collective security as envisioned by some 
or as a basis for a world government as contemplated by 
others. 

World War II had not yet terminated in 1945 when the 
United Nations Conference was held in San Francisco. The 
people of the world did not know that we were on the thres- 
hold of the.atomic age though those high in Government had 
reason to believe a vast new power that ultimately could be 
used for destructive or constructive purposes was soon to be 
unveiled. 

Hopes were high everywhere that the Soviet Union, though 
a dictatorship, had learned the folly of aggression and of war 
and because of the vast help given by the free world to them 
would be willing to help establish a system of international 
law and order to preserve the peace of the world for ourselves 
and our children. 

Unfortunately both during the San Francisco conference 
and in the 10 years that have followed a vast propaganda 
effort has taken place to build the United Nations into some- 
thing which its charter provisions could not or did not per- 
mit it to become. In the United Nations different people 
envisioned different things. 

Some envisioned it as a mighty force of collective security 
that would rally most of the nations of the world to resist 
aggression and preserve the peace. In moments of oratorical 
fancy some even suggested that the fact the United Nations 
was in being would warrant free nations to scrap most, if not 
all, of their armed forces and place their reliance upon the 
“police power’’ of the United Nations and the collective moral 
persuasion of that organization. On June 25, 1950, this con- 
cept was shattered shortly after it appeared to be confirmed. 


When the Communist forces crossed the 38th parallel, the 
United Nations Security Council promptly acted and first 
called upon the Communist aggressor to cease the aggres- 
sion. e Communists, of course, forwith showed they 
were not impressed by a United Nations resolution or the ad- 
verse moral reaction of that organization. The Security Council 
next called on the 60 members of that organization to give 
aid and support to the victim of the aggression, the Republic 
of Korea. 


What is the record on this? After 3 years of the Korean 
war, of the 60 members of the United Nations only 17 con- 
tributed a single soldier, sailor, or airman to the resistance of 
aggression. Outside of the United States of America, the 
other 16 contributed armed forces in the amount of 45,000. 
The United States of America alone contributed more than 
450,000 and we rotated more than 1 million men through 
the Korean theater of war. The little Republic of Korea, 
which was the victim of the aggression, supplied over 600,000. 


This means that of the United Nations members the United 
States of American supplied more than 90 percent of the man- 
wer and better than 90 percent of the resources. When 
the forces of the Republic of Korea, not being a member of 
the United Nations (having been kept out by a Soviet veto), 
are added to those of the United States, it means that our two 
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nations alone supplied better than 95 percent of the man- 
power. 

Does this indicate that the United Nations is an effective 
instrument of collective security? The answer must come 
back in the negative. 

Our associates in the United Nations so tied us down that 
a stalemate was all that could be gained after 3 years of 
struggle in Korea. 

We were denied the right of hot pursuit and the enemy 
was protected in his sanctuary across the Yalu. 


With that example are you prepared to risk the future of 
our Nation and the safety of our people upon the collective 
ability of the United Nations to function in the event of 
aggression? The answer likewise must be in the negative. 

Has the time not come for a realistic appraisal of just what 
pes the United Nations is qualified to play and to stop 

idding ourselves into believing it is something it is not and, 
in my judgment, cannot be. 

There are some who have envisioned the United Nations 
as a world state to which openly or clandestinely, individual 
nations would surrender their sovereignty. Some of the more 
enthusiastic proponents of this type of super state compared 
the San Francsico meeting with that of our own Constitutional 
Convention at Philadelphia. Of course, the two gatherings 
are not comparable when one considers the building of a 
government upon which man might depend for the protec: 
tion of his life and his religious, economic, and intellectual 
freedom. 

In the first place those who met at Philadelphia spoke a 
common language and had a common heritage. True, they had 
come from different areas of the world, but they or their 
predecessors had come seeking a new way of life, freedom 
from Old World tyranny or a desire to worship God accord- 
ing to the dictates of their own consciences. 

They had fought a common battle against the mightiest 
empire of that time. They had carried over from the old 
country the background of the Magna Carta and of representa- 
tive- government. They had had experience as an independent 
nation, much of it unsatisfactory, under the Articles of Con- 
federation. 

With that background, under what I believe was divine 
inspiration. They drafted the greatest document produced by 
the mind and hand of man for his self-Government and protec- 
tion of his natural rights. 


A little more realistic understanding of the history of the 
nations gathered in San Francisco should have made it clear 
that such an organization could not be and should not be con- 
sidered a basis for world government. 


There is no common language or common heritage. Na- 
tions which have had no experience with representative con- 
stitutional government sit on equal terms with those that 
have had long experience. Nations of less than 1 million 
have equal representation with those of over 300 million. 
The Soviet Union, which is perhaps the most tyrannical 
government since western civilization entered the modern 
era, sits as an equal partner with nations with long-established 
constitutions of law, order, and a respect of the rights of man. 


Now, there are those who urge the admission of Communist 
China which was the aggressor in the Korean war. This, to- 
gether with the other Communist states, would give that sys- 
tem of tyranny over 800 million people that they claim to 
speak for. 

As for me, as long as I have a voice or a vote in the Senate 
of the United States, I shall never consent to permitting the 
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guaranties of freedom under our Constitution being diluted 
or modified directly or indirectly by any organization having 
in powerful policy positions nations which have no apprecia- 
tion of or respect for free institutions. 

Lest we be gradually edged into such a world state before 
we learn too late wherein we have been taken, I believe that 
every candidate for public office—executive, legislative or 
judicial—should be kel to give a forthright view upon this 
great public issue. It is later than you think. 

The United Nations, if it does not destroy its moral posi- 
tion by actions which I shall mention, does have a function it 
could perform. It could be a forum wherein the views of the 
free world and the Communist world might be aired provided 
that there was assurance the debates in the General Assembly 
or the Security Council were receiving as widespread coverage 
behind the Iron Curtain as they do in the free nations. 

Otherwise, it becomes a vast propaganda forum for the 
Communists wherein the point of view of the West does not 
have the equal opportunity to get to the people in the Soviet 
Union and its satellites because of the strict censorship those 
governments exercise. 

Even in regard to its position of moral leadership the 
United Nations has allowed itself to become seriously com- 
promised. 

Following the intervention of Communist China into the 
Korean war the United Nations, after great hesitation, de- 
clared Communist Chinia the aggressor. There had been 
no such hesitation when the small aggressor Communist Korea, 
crossed the 38th parallel in June of 1950. 

To the close observers this seemed to indicate that there 
would be alacrity to pass a resolution and to act against a small 
aggressor but there would be procrastination and delay in 
acting against a large aggressor. This seemed to be an aban- 
donment of principle for expediency. 

Later, when the evidence was conclusive that the Soviet 
Union was not only giving moral support to Communist 
aggression in Korea but was supplying MIG planes, tanks, 
artillery, ammunition, and other weapons in clear violation 
of the United Nations resolution and the charter of the organ- 
ization, no steps were taken to expel the Soviet Union from 
the United Nations. 

Later on, the official representative of the Soviet Union 
baldly and boldly admitted the fact that such support had 
been given and in effect defied the United Nations to do any- 
thing about it. They did nothing and by in-action underscored 
their futility when dealing with Soviet charter violations. 


Every member of the United Nations knows that the terms 
of the Korean armistice have been violated on numerous oc- 
casions. The neutral nations commission is not allowed to 
function in Communist North Korea as it was intended 
though they have complete freedom in the area of the free 
Republic of Korea. In violation of the terms of the armistice, 
the Communists have brought in equipment and built military 
airfields. No effective steps have been taken to require respect 
for the terms of the armistice. 

The most flagrant violations has been the admitted holding 
of 15 members of the American Air Force, 11 of whom have 
been sentenced to prison terms of from 4 to 10 years. Under 
the terms of the armistice it was required that all prisoners 
of war who wanted to be returned should be allowed to do so. 

There is strong reason to believe that there are at least 
several hundred additional United Nations and United States 
prisoners of war being held in violation of the terms of the 
armistice. 

The United Nations passed a resolution expressing its 
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concern in this matter. The Secretary-General, Mr. Ham- 
marskjold, made a special trip to Peking. He returned with- 
out the release of the prisoners and without any date upon 
which they might be expected to be returned in the future. 
It is apparent that they are being held for the purposes of 
international blackmail on the part of the Chinese Commu- 
nists. 

Impotent and paralyzed, the United Nations Security Coun- 
cil and General Assembly have taken no effective steps to en- 
force the release of our airmen in accordance with terms 
of the Korean armistice. Again I ask: “What effective steps, 
if any, does the United Nations intend to take?” 

In the matter of the Chinese Communist aggression against 
the Republic of Chinia which is a-charter member of the 
United Nations, that organization invited the Chinese Com- 
munists to come to New York to discuss a cease-fire. 

Arrogantly, the Chinese Communists laid down terms that 
a victor would be expected to lay down to the vanquished— 
namely that the Republic of China should be removed from 
the Security Council and that the Soviet Union resolution con- 
demning the United States should be made the order of busi- 
ness rather than the New Zealand resolution relative to a cease- 
fire. 


When this message was received the United Nations again 
demonstrated its eneffectiveness by postponing the whole 
situation, while some of the neutralist friends of the Soviet 
Union and Red Chinia are trying, through diplomatic chan- 
nels, to provide for a Far Eastern Munich whereby the Chinese 
Communists will be given the key coastal islands of Quemoy 
and Matsu and membership in the United Nations. This, of 
course, would be another defeat for the free world and 
throughout all of Asia looked upon as another victory for the 
Communists, comparable to that growing out of the Geneva 
Conference, wherein the Communists gained control of 
Northern Vietnam and 15 million more human beings. 

I am strongly opposed to the admission of Communist 
China into the United Nations. 


If, as part of a Far Eastern Munich, the appeasers force 
Red Chinia in I shall devote the balance of my life to taking 
the United States out. 

These are not pleasant facts, and there are many in this 
country and elsewhere who, because of the vast amount of 
publicity and propaganda, have gotten a distorted view of the 
capabilities of the United Nations Organization. 

Certainly, in this day and age of the airplane and the atomic 
weapon, a nation can no more return to isolationism than an 
adult can return to childhood. 

It is important that we have a system of effective collec- 
tive security and to demonstrate to the Communist world that 
there will be no furher retreats or the abandonment of free 
people into Communist hands. 


This Nation will live up to all of its treaty obligations, and 
we have the right to expect that our allies will do likewise. 


I have a deep conviction that the American people and those 
throughout the free world who understand the dangers facing 
us will never again pay the price of another Yalta or another 
Geneva in order to buy a temporary respite from the insatiable 
appetite of international Communists to destroy human free- 
dom. 

If we as a free people will show the same courage and com- 
mon sense that motivated Washington and the others who 
under divine inspiration gave us our Constitution there are 
none of our great domestic problems we cannot solve and 
there is no foreign foe we need fear. 
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weight in the determination of our economic and 

foreign trade policies. The current dangers and 
threats faced by this nation from without are both serious and 
real. No matter how disarming their recent words may seem, 
our enemies have marshalled and continue to marshal all their 
abilities—economic, military, political and psychological—in 
a cold-blooded effort’ to destroy us and the free world. We 
cannot afford the luxury of complacency. I trust that we are 
all determined to survive. If so, our Number 1 resolution 
must be to use all our capabilities in our defense. In this 
connection, foreign economic policy and military policy can 
work together to augment our strength. 

The introduction of military considerations into the formu- 
lation of foreign trade policies is not a new idea. Our tariff 
policies have played a large part in the building of our indus- 
trial strength which has sustained our armed forces. Our 
famous economic concept—'‘Maximum competition in the 
interest of greater over-all efficiency and growth’—has not 
been applied freely to international trade. One of the most 
cogent reasons for such decision was our desire to protect 
and foster militarily important domestic industries in a grow- 
ing country. All of us were willing to pay that hidden “sales 
tax” called a ‘‘protective tariff’ in order to have our militarily 
essential industries under our own flag. For that and many 
other reasons, we have today a solid and broad industrial 
base for our military strength. It is a major asset not only of 
the United States, but of the free world. 

The shaping of trade policies to satisfy military needs is 
still sound. The military factors to be weighed have, however, 
changed. Some of those changes have escaped notice except 
in military circles. For instance, as Canada developed into an 
industrial nation, it was realized that Canadian production is 
almost as available to us as production within the continental 
United States. In fact, production in Canada is more acces- 
sible than production under the American flag in Hawaii or 
Alaska. Raw materials in Mexico and the Caribbean countries 
are practically a part of our domestic arsenal. Geographically, 
they are nearby. The lines of communication are short and 
relatively easy to keep open. We have no military purpose 
in discouraging industrial growth in such countries. We have, 
on the contrary, sound military reasons to encourage such 
growth and obviously our trade policies should be adapted 
to achieve that end. 

In World War II we made a more painful discovery about 
military requirements and foreign trade. We learned that 
many of our resources within the continental United States 
were insufficient for war requirements. The seemingly endless 
resources of the Mesabi range began to shrink. The demands 
upon our petroleum resources loomed larger an‘ larger in 
proportion to our supply. We learned that many necessary 
products, such as nickel, manganese, tungsten, tin, chrome, 
and even bauxite did not exist in sufficient quantities within 
our own borders. We depend on foreign sources for over 30 

rcent of our requirements for copper, lead and zinc. We, 
the wealthiest nation, realized that we, nevertheless, had short- 
ages and began to stockpile strategic war materials. We also 
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started to encourage production of these needed materials in 
foreign countries. 

So much for the lessons we have already learned. Unfor- 
tunately, the world never stands still. There are further modi- 
fications to be made in our traditional trade policies which 
are being dictated by military reason. 

Today we are engaged in a cold war—a struggle for survival 
which promises to be long and intense. This cold war is just 
as total and global as any hot war. Yet that fact is not always 
recognized. Our awareness of the struggle between the free 
world and its aggressive enemies remains rather vague and re- 
mote. It does not absorb our intimate thinking or influence 
our daily lives as did the struggle in World War II. Yet it is 
an equally serious fight for survival. The stakes are just as 
high. Our enemies are patient, determined, and resourceful. 
Their basic intention is our destruction. 

That much is simple and clear. The contending forces 
are, however, complicated. They are often invisible. They 
often involve a mixture of economics and politics as well as 
military pressures which cannot be examined like a single 
butterfly on the end of a hat pin. Lack of insight, however, 
does not end the struggle. The external dangers and threats 
faced by this nation will not go away when we close our eyes. 
Continuously while we sleep and play, our enemies are at 
work. 

In a cold war the surface of our lives remains placid. There 
are no printed casualty lists—no photographs of battlefields, 
no thunder and lightning of the big guns—to remind us of 
our danger. 

Cold wars are fought in a fourth dimension remote from 
our three dimensional existence. Some of the most deadly 
bombs are visible only to skilled and experienced eyes. Some 
of those bombs do not explode immediately. When they do 
blow up, it is too late. Some, on the other hand, never really 
explode but gradually seep upward until they permeate the 
economic and political life of the countries in which they 
were dropped. 

We have had some noticeable successes—for instance, the 
economic revival of Europe, the promised renascence of ade- 
quate military defensive strength in Europe through the re- 
cent London and Paris Agreements, and the signing of the 
Manila Pack as the first step toward an alliance in Southeast 
Asia. We can learn through those successes. 

We have also suffered defeats and can learn even more 
from them. We saw Vietnam disintegrate before our eyes in 
spite of preponderance of military strength in the French and 
loyal Vietnam forces. We discovered that the incurable 
infirmity in Northern Vietnam was not combat military 
strength but political, economic and social instability and dis- 
satisfaction. When the futility of our generous military assist- 
ance became evident, our self-confidence threatened to give 
way to feelings of frustration. There were suggestions of 
quitting. The Problem appeared just too difficult to under- 
stand—much less to solve. Many of us were tempted—and 
still are tempted—by the thought that after all, Southeast Asia 
is a long way off. We hear it said that disasters in that area 
will take an interminable time to reach our shores. Yet time 
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does pass and the moment to check aggression is in its incep- 
tion and not when it has accumulated tremendous strength. 

Furthermore, we have never been the kind who run away 
and do not intend to show weakness now. We are on this 
globe to stay. We are the mainstay of the free world. The 
war is not over. There are other battle fields on the political 
and economic front. 

For instance, Japan is, obviously, an essential citadel of the 
free world in the Western Pacific. She can provide us a 
Pacific island base of an unusual importance—the same posi- 
tion in that ocean as Great Britain occupies with respect to 
Lurope. It is vital to keep her within the orbit of the free 
world. If she can return to her former strength, a balance of 
power in the Pacific against Red China will be created—if 
Japan can be kept on our side. 

Yet today Japan faces economic pressure which, if not re- 
lieved, may, over a period of time, be more disastrous to our 
cause than a military defeat. Japan may slide silently away 
from us without anyone realizing she is going until she has 
gone. We face some difficult choices. 

Let me try to explain. 

After World War II, Japan was more than exhausted. She 
was badly injured and grievously hurt. Her important cities 
and industrial plants had been severely bombed and destroyed. 
Her merchant marine, upon which her export trade and for- 
eign currency earnings depended, was sunk. Her foreign 
investments were confiscated. She was occupied and saddled 
with reparations. 

Although dependent almost entirely on her ability to ex- 
port finished products manufactured from imported raw ma- 
terials, Japan was cut off from her normal export customers 
and from her sources of supply. The natural consequences of 
war and defeat accounted for a large part of that unfortunate 
situation. Her remaining trade in Asia was further reduced by 
our trade embargo designed to limit the industrial growth and 
expansion of Red China. Yet neither we nor any other nation 
in the free world opened compensating markets. To date, she 
has not been able to find a substitute for her former markets. 
Japan faces a deficit in her export trade of some hundreds of 
millions of dollars per annum. She must import to live and 
only through export can she earn the price for such imports. 

The solution of this problem does not depend on Japan. 
As a matter of fact, she has little freedom of choice. She 
cannot be expected to sit quietly and face death with resigna- 
tion. If a free world outlet for Japan’s manufactured products 
cannot be found, Japan has no alternative but to turn eco- 
nomically, then politically and then militarily, to the mainland 
of Asia. 

We on the other hand, have the power to choose. As usual, 
there are advantages and disadvantages in each choice. We 
can reduce our tariff barriers, subject ourselves to some compe- 
tition from Japanese exports and thus assist her to live as a 
free world ally. We can, on the other hand, stand pat on 
existing trade regulations, protect our domestic industry from 
Japanese competition, and risk our security in the Pacific. The 
choice is relatively clear and once made it will be final. How 
much Japanese trade competition are we willing to face domes- 
tically to keep Japan on the free world side? 

The details of the Japanese dilemma are too complex to be 
solved at this meetings. It was briefly sketched only to illus- 
trate one of the existing cold war battlefields and to identify 
some of the cold war economic weapons. Furthermore, if we 
will each think about the Japanese problem and try to balance 
the importance of Japan as an ally against the importance of 
each industry seeking pr emaye against her competition, we 
will bring the over-all facets of this problem into sharper 
focus. 
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To be militarily sound, our foreign economic policy must 
harmonize two objectives which often conflict. On the one 
hand, the United States must preserve and nourish a strong 
industrial base to support our military force. The factories and 
human skills which produce munitions and other war ma- 
terials are the keystones of that industrial base. The structure, 
however, needs more than keystones. Our entire domestic 
economy must be kept vigorous and progressive. The compre- 
hensive economic well-being of our nation as a whole and 
the over-all productive capacity of these United States are 
clearly the strongest pillars upon which the military and 
economic strength of the free world now rests and will rest 
for many years to come. 

At the same time there is another side to the coin. A new 
military need has come to the forefront and must be given its 
proper weight in our analysis and planning for the future. 
The United States needs allies and must be prepared to take 
whatever steps are necessary to attract and hold allies. In 
spite of our tremendous strength—curzent and potential—we 
cannot go it alone against the world. We do not possess within 
our boundaries all of the raw materials we need. Our man- 
power resources are not unlimited and we can make good use 
of all reinforcements from the other free world nations. 

Geographically, we are an island country. Offshore bases 
and resources are protective essentials. The Fortress America 
concept is acceptable only as a desperate last stand. 

We need allies tied as closely as possible to us. The 
stronger our allies become economically and militarily, the 
better. But of equal importance is the fact that weak or strong, 
our allies pinay tied securely to us. The problem we face 
today is to find the ways and means of accomplishing that 
result. 

The globe is now divided into two camps—the free world 
and the Communists. In between, there is a military void. 
Every nation, no matter how small, which joins the Com- 
munist camp or falls away from the free world into that state 
of suspension called neutralism, strengthens our enemies and 
weakens us. We need the collective and firmly united strength 
of all and I —— “all —the current and prospective 
members of the free world. 

We have made important alliances—the North Atlantic 
Treaty—the Southeast Asia Treaty. We will probably make 
more. Yet the formulation and signing of alliances are only 
a beginning. Nations do not become bound together by the 
agreements of statesmen or the signing of pieces of paper, no 
matter how firm the agreements may be expressed. There 
must be created a community of interests. There must be 
found compelling reasons for the allies to stay together. Other- 
wise, the —s or alliance is only a source of disappointment 
and perhaps friction. 

Since the intermarriage of ruling families went out of fash- 
ion, there are only two satisfactory amalgams which bind free 
and soverign nations together—common fears and mutual 
trade. 

Common fears are effective forces during war when the 
fears are concrete and deeply felt. They are not so easy to 
sustain over long periods of time. As the days pass without 
injury and conflict, fear and its companion sense of danger 
recede. We do not like to be afraid. We struggle to put it 
behind us. Already some are taking refuge in doubts about the 
Communist aggressive intentions. The lure of peace and 
quiet is an attractive sedative. It is hard to keep the pot 
boiling at war temperature. 

Mutual trade is obviously the only lasting and binding 
cement for alliances. 

Gifts and loans are no substitute for trade. Gifts were 
clearly necessary to overcome war exhaustion and destruction 
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among our allies and to get them back on their feet. Additional 
gifts to economically backward nations will undoubtedly be 
appropriate in the future but their effectiveness is sharply 
limited. We cannot afford gifts as a permanent policy and 
nations do not become grateful or strong on a continuing 
dole. Loans are effective only as long as the money is being 
advanced. Once the time of repayment comes, divergent 
rather than consistent and mutual interests are often created. 

A mutuality of economic interests, on the other hand, breeds 
both strength and friendship. As businessmen you know how 
reluctantly you quarrel with important customers. Nations are 
no exception. No country is so blind that its foreign policy 
becomes insensitive to the trading interests of its people. 
Statesmen try to like the customers of their country. The 
better the customer, the harder they try. 

As President Eisenhower succinctly stated this thesis: 

“From the military standpoint, our national strength has 
been augmented by the over-all military alliance of the 
nations constituting the free world. This free world alliance 
will be most firmly cemented when its association is based 
on flourishing mutual trade as well as common ideals, inter- 
ests, and aspirations. Mutually advantageous trade relation- 
ships are not only profitable but they are also more binding 
an more enduring than costly grants and other forms of aid.”’ 

The Communists are fully aware of both the importance of 
mutual trade and its military significance. They have imposed 
mutual trade on their satellites. They are doing their utmost 
to attract for themselves as large as possible a share of the 
global trade outside the Iron and Bamboo curtains. They are 
seeking both to establish new trade connections and, if pos- 
sible, to disrupt existing free world contacts. Each new trade 
connection is a candidate for conversion to belief in the Com- 
munist “peaceful intentions” and ultimate absorption in the 
Communist area. Each disrupted free world relationship weak- 
ens our defensive chain. 

While I am certain you have heard in general of these 
Communist activities, I should like to mention a few for the 
sake of emphasis. At the recent Damascus trade fair, the steel 
and aluminum exhibits for the Russians surprised technicians 
from other countries and created considerable interest among 
prospective buyers. The Russians displayed threadings and 
couplings for oil well pipes which it had been thought could 
be produced only by certain American and Western European 
firms. Many of the communist machine tools equaled Western 
European products in quality and some were far cheaper in 

rice. 

. Russian steel is being exported to Finland. Finnish mer- 
chants and businessmen are being invited in a stream to visit 
Russia on an “‘all expense paid” basis. Cement from the Soviet 
zone in Germany has became a real competitor of West Ger- 
man cement in certain markets. India has apparently accepted 
a Soviet offer to send a group of Russian steel experts to India 
to study the erection of a new 500,000 ton steel plant. The 
effectiveness of that Russian move can be judged by the fact 
that England, although reluctant to invest in Indian steel pro- 
duction in the light of India’s policy to nationalize all steel 
production, has nevertheless, felt compelled to offer assistance 
in the construction of a steel plant by the British to be turned 
over to the Indian Government. We must be prepared to face 
for some time the fact that profits from sales to Russia and 
China will be dangled before our allies, many of whom could 
use such profits to good advantage. 

In the United States we are caught between the demands 
and the requirements of our domestic economy and our need 
to cement allies to us through foreign trade. The Executive 
Branch of the Government sees both needs and believes that 
both goals are attainable. Such was the purpose of the Randall 
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Commission recommendations and is the objective of the Presi- 
dent’s foreign economic policy. We trust that when explained, 
the Legislative Branch will become equally firm and clear. 

Industry and business are unfortunately divided. There is 
considerable opposition to any liberalization of our foreign 
trade policies through reductions in tariffs or import quotas 
or otherwise. To these industrial leaders, even the proposed 
three year extension of Presidential authority to negotiate tariff 
reductions on a gradual, selective, and reciprocal basis—and 
I stress gradual, selective, and reciprocal—seems upsetting and 
dangerous. These men are wholly absorbed in preserving the 
domestic status quo on the import side. Some of them see no 
reason to import anything which can be produced in the 
United States. They are willing to sell abroad for dollars but 
very reluctant to afford the public an opportunity to buy from 
foreign competitive sources. They are opposed to even the 
moderate suggestion of the President to permit through mutual 
trade agreements the reduction of tariff rates on selected com- 
modities by 5 percent Ss year for three years and the gradual 
reduction of such tariff rates, as now exceed 50 percent, down 
to that level over the three year period. They even oppose the 
President’s suggestion that tariff rates in effect on January 1, 
1945, might be reduced by not more than one-half over the 
three year period on articles which are not being imported or 
which are being imported only in negligible quantities. 

Such opposition to the President's moderate program must 
stem from a deepseated distrust of foreign trade. It is a form 
of economic isolationism just as imaginary today as political 
and military isolationism. It is an unrealistic attitude which 
must either deny the existence of the cold war or fall back 
on the unsafe ‘‘Fortress America” concept. It is militarily and 
politically unsound and yet most difficult to deal with because 
it stems from an emotional fear of change rather than from 
logic. What is worse, the greater part of the change—our 
involvement in a turbulent world against persistent enemies— 
has already taken place and will not disappear. All we can do 
is to recognize the scope of the change—the evaporation of the 
oceans as barriers to our enemies and the dependence of the 
free world on the security of all its segments. My only hope 
is that study and repetition will bring home to this class of 
Opposition a more comprehensive vision of the world as it is 
today as contrasted with what it used to be or might have been. 

The other opponents of the President's program start with 
a general acceptance of the essentiality of expanded mutual 
trade among allies and then argue that national security, never- 
theless, demands the continued protection of their particular 
industry as an important foundation stone in our military in- 
dustrial mobilization base. In other words, they accept the 
basically sound principle of balancing our need for allies 
against our need for internal military support and confine 
their opposition to certain applications—usually to their own 
industries—of the trade liberalization policies I have just out- 
lined. Such men should favor the President's program as pre- 
sented to Congress and reserve their opposition—if any— 
to specific tariff reductions when, and if proposed by the 
President. The cases feared by them may never arise. 

At the same time, any claim for protection of a particular 
industry as militarily essential must be subjected to searching 
analysis. If unmistakeable injury to a militarily essential indus- 
try is found inherent in some proposed tariff reduction, such 
injury, quantitatively and qualitatively, must then be balanced 
against the beneficial effect of the proposed trade liberalization 
on our alliances. I realize that we may not always agree on 
particular cases, but I feel confident that the procedures speci- 
fied under the Trade Agreements Act guarantee full review of 
all facts and sound decisions from the over-all nation-wide 
point of view. 
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A movement toward freer international trade will, of course, 
have an adverse effect on certain domestic industries. Some of 
our enterprises are so dependent on existing trade barriers that 
even the President's moderate policy will create difficulties. To 
others, tariff protection at the current levels is the difference 
between prosperity and break-even existence. In those ateas, 
we would be foolish to argue that existing restrictions and 
tariff barriers could be modified even moderately without caus- 
ing some dislocation. To the extent that the affected enter- 
prises are militarily essential and would really be endangered, 
some restrictions will have to be maintained. To the extent, 
however, that such industries are not militarily essential, the 
common good of the nation at large should be the guide line. 
In that determination the military importance of attracting 
and binding allies should receive great, if not predominant 
weight. 

Competition from abroad will make the economic paths of 
some individual firms, industries, and perhaps even communi- 
ties, more difficult. The most severe impact will be felt in 
industries whose production requires a large percentage of 
human labor not adequately supplemented by labor-expanding 
machinery with which we have been so successful in meeting 
the competition of low labor pay abroad. At the same time, 
substantial quantities of electrical equipment, cutlery, or even 
machine tools cannot be imported without some market de- 
rangement being experienced by the domestic manufacturers of 
those items. Some of these dislocations will be temporary. 
I have great confidence in the resilience and imagination of 
our industries. They are so accustomed to meeting the keenest 
domestic competition that foreign competition, while a new 
problem, should not always be unbeatable. Other changes in 
our present industrial pattern, however, may well be perma- 
nent. There are limits to even our ingenuity. 

To refuse to recognize such possibilities and even probabil- 
ities would be foolish. Yet calamity does not, in my opinion, 
lie ahead. 

In the first place, our economy is not without experience in 
meeting industrial revolution as well as evolution. The engi- 
neering, electrical, and mechanical developments within our 
lifetime have produced upheavals as a result of which whole 
industries have disappeared. The wagon industry and the local 
livery stables of our youth are gone. The bicycle has disap- 
peared from our city streets and major highways. Shifts in 
fuels—the simple changeover of a furnace from coal to oil 
and in some places to gas——have produced permanent indus- 
trial changes. Yet our over-all economy has grown stronger. 
Our military potential has increased. Our standard of living 
has moved upward. We know we cannot stop such changes 
and we would not stop them if we could. 

Just as American industry has adjusted itself to those engi- 
neering and scientific advances generated within our own 
country, it can, and I believe, will, adjust itself to the current 
military and political situation. It is no more revolutionary to 


adjust our internal economy and our mobilization base to such 


external developments than it was to absorb the advent of the 
automobile. 

Our major difficulty is to keep the over-all problem in view 
and not to focus too sharply on smaller segments. 

For instance, it has been estimated that if all United States 
tariffs were to be suspended simultaneously and all import 
quotas also removed, together with their supplementary domes- 
tic price supports, the increase in U. S. imports—using 1951 
figures—might be 25 percent or 1.8 billion dollars. This in- 
crease would be less than one percent of the United States gross 
national product. Even if we went as far as an over-all tariff 
reduction of 50 percent—and the President has not gone that 
far—it has been forecast that a 50 percent reduction in all 
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tariffs now in effect might produce an increase in imports of 
approximately one billion dollars after a lapse of -a few years 
and might displace 100,000 U. S. workers in the aggregate. 
Twice that number of workers are laid off every month in the 
United States even in times of increasing labor demand. Most 
of such labor turnover is absorbed with relative promptness. 
While none of these forecasts can be guaranteed, they do indi- 
cate that the over-all problem—and I stress the importance of 
the over-all national point of view—is within the scope of our 
industrial experience and knowledge. 

Next, limitations on imports often produce corresponding 
shrinkages in exports which in turn affect domestic production 
and displace workers, It is relatively easy to see the effect 
of foreign imports on domestic production and sales. Con- 
sequently, we tend to isolate that facet of the problem. The 
imported article appears on the same shelf with the domestic 
item. If there is any price differential, the sales pull of the 
import becomes obvious. If the import has sufficient buyer 
appeal, the retailer orders more of the foreign item and less 
of the domestic. The sales and production of the domestic 
item go down. Losses replace = on the domestic pro- 
ducer’s books and men are laid off. Increases in tariffs or 
reductions in import quotas reverse the process. The imported 
items either disappears or is passed over as too expensive. In 
time only the domestic item appears on the shelf. The cure is 
considered complete and effective. And so it is—from the 
standpoint of the producer of that domestic item. 

Yet the economy of this country—without the military 
considerations—is more complicated. Even within our own 
borders, the effects of a tariff or an import quota cannot be 
confined to the protected article. The affected exporting coun- 
try is not as defenseless as it sometimes seems. Reprisals are 
often taken on other articles and in other ways which have an 
adverse effect on other parts of the United States. The end 
results of this retaliation are real, but not so noticeable. 

For instance, there are American occupations just as de- 
pendent on exports as there are other enterprises which rely 
on protection against unrestricted imports. Agriculture, for 
instance, shouid export approximately 12 percent of its pro- 
duction to be profitable. The inability or refusal of foreign 
countries to purchase our exportable agricultural surpluses 
has created a problem which now burdens the country at large 
—through higher taxes and higher costs. For this situation 
our tariff and import quota policies must bear their share of 
the responsibility. 

When Danish and Dutch cheeses were restricted from the 
United States through reduced quotas, the Danes, deprived of 
the necessary dollars, were unable to buy United States coal 
and purchased coal from Poland, paying therefor to our regret 
in ships which passed behind the Iron Curtain. The benefit 
to the dairy farmers in Wisconsin and in upstate New York 
was balanced by a detriment to the coal producers and miners 
in Pennsylvania, West Virginia and Kentucky. We are now 
seeking to export coal as well as surplus agricultural products 
through our economic assistance program. 

The production of coal in the United States has dropped 
from approximately 650 million tons per annum during World 
War II to about 480 million tons in 1953. Production in 1954 
seems to have been in the neighborhood of 380 million tons. 
While the transition from coal to oil and gas caused much of 
that reduction, the disappearance of foreign coal buyers from 
the U. S. market place must bear its share of the responsibility. 
As a matter of fact, the shrinkage in coal domestic consump- 
tion through other causes made the small Danish market even 
more important. 

The Dutch reaction to our cheese embargo affected over-all 
agriculture even more directly. The Dutch quota on wheat 
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flour from the U. S. was drastically reduced. The wheat grow- 
ing areas in the United States had to absorb the advantages 
of the cheese embargo to the dairy producers. 

Turkey responded to an increased U. S. duty on dried fig 
imports by increasing the Turkish duty on steel furniture, 
office equipment, and refrigerators imported into Turkey from 
the United States. 

These retaliatory actions are not always easy to identify and 
often the utlimately affected individuals never know. The 
coal miner in Pennsylvania or West Virgina may not be able 
to trace any part of his reduced income to an embargo on 
cheese. The producer of office equipment may never realize 
that his export capabilities have any relation to dried fig im- 
ports. That does not change the intimate relationship. Tariff 
protection to one industrial segment is generally accomplished 
at the expense not only of the people at large through in- 
creased prices, but also at the expense of reduced output of 
some other item in some other section. 

The over-all extent of our dependence on exports is not 
often realized. I do not mean to imply that we must export 
to live. We are fortunately not in that situation. At the same 
time, restrictions of our export trade do have substantially ad- 
verse effects on many enterprises. I have already mentioned 
the dependence of agriculture on export. In addition, I could 
give a long list of items ranging from lard through farm 
machinery to dental instruments and equipment in respect of 
which more than 10 percent of current production should be 
exported to sustain the producers at their present levels. 

Obviously, the amounts exported from the United States 
must ultimately be limited by the amount we are willing to 
import. We became a creditor nation during World War I 
and that position was greatly augmented during World War 
II. We can no longer use our exports to pay our debts. Our 
export surpluses since then have been balanced by investments 
abroad, by an inflow of gold, and by extensive economic and 
military aid to foreign countries. Such situations cannot be 
maintained indefinitely. As aid tends to diminish and as gold 
and dollars in foreign hands shrink, our export industries will 
also suffer. Increases in imports furnish the only solid basis 
for large exports. 

Furthermore, as other nations are able to sell to us, they will 
become economically stronger. Higher standards of living in 
such foreign countries will —_ wider mass markets to our 
industries as well as their industries. New industries within 
the United States might be stimulated into being. Global 
markets might even replace domestic markets. Under such 
circumstances, our economy should have a wider field for its 
production than ever before. I am not willing to accept the 
thesis that American industry even with its higher wage scale 
sustained by a greater use of the machine, cannot compete 
freely in the world. In any event, there will be opportunities 
for over-all expansion within both the realm of possibility and 
probability which could well benefit this nation as a whole. 

To digress for a moment from this economic analysis and 
to return to purely military considerations, increased economic 
strength among our allies will increase their miltiary power. 
As the President has stated: “Economic strength among our 
allies is essential to our security.’’ This increase in economic 
strength among our allies will not only combat Communism 
and tend to maintain political stability, but will make pos- 
sible the support of foreign military establishments in suffi- 
cient strength to deter aggression. We have an opportunity 
to help our allies become strong. That achievement is clearly 
worth some price. 

This discussion of the pluses and minuses of trade pro- 
tection should not be interpreted as a plea for completely free 


trade or the expression of a belief that our industrial mobiliza- 
tion base can be exposed to unrestricted foreign competition. 
The President has stated that he is opposed to sudden or 
radical tariff reductions. Complete freedom of trade may be 
the ideal among the several states of a single nation where 
conditions of employment and standards of living are much 
the same. Even the free world has not advanced to that stage. 
Some form of trade restriction will continue to be necessary. 
The President's policy contemplates such result. 

If, however, we keep in mind that trade restrictions are not 
all clear benefit on a countrywide basis and that allies are 
needed to fight the cold war in which we are now engaged 
and any hot war which may follow, we can bring into sharper 
focus the effect of our foreign economic policies on our over- 
all security. We will then be able to weigh more precisely 
the over-all advantages of establishing mutual economic inter- 
ests with our necessary allies against the detriment of such 
trade liberalization to our domestic economy. We are seeking 
a firm global foundation for our military strength. We must 
be more willing to accept some particular domestic disadvan- 
tages to gain strong and faithful allies in that effort. On 
balance, the nation will gain. 


The recognition of the military importance of trade with 
our allies will help us through many complexities of foreign 
economic policy in addition to tariffs and import quotas. For 
instance, the present restrictions on East-West trade have not 
only produced psychological tensions among our allies but 
also distressing economic pressures on such allies. 


There is solid justification for a comprehensive embargo 
against trade between the free world, on the one hand, and 
Russia, Red China and their satellites, on the other hand. A 
limited embargo on East-West trade in strategic items alone is 
grounded in a fallacy unless all such trade is placed on a 
supervised barter basis. From the realistic point of view, it 
can be more sensibly argued that all items are strategic. Every 
import from the free world, paid for in gold or currency by 
Russia and Red China, whether it be of cotton stockings, 
kitchen equipment or artificial flowers, lifts just that much 
industrial burden from the Russian and Chinese productive 
capacity and labor pools. If a Russian or Chinese workman 
can be relieved of manufacturing kitchen ranges, his output 
can be devoted to military equipment. Every pound of steel 
consumed by the Russians and Chinese in making typewriters 
or file cabinets is one less pound for tanks and guns. Every 
manhour devoted to making household equipment is one less 
Communist hour for military purposes. There is no doubt that 
every article which Russia and Red China are forced to produce 
for their own people automatically restricts their productive 
capacity for military purposes. The only escape from this 
principle is to make certain that no import enters Russia or 
Red China unless the free world receives an export consuming 
an equivalent amount and quality of material and an equal 
number of productive manhours. If we look solely at this 
aspect of the problem, the case for a complete embargo or 
strictly regulated barter is unanswerable. 

Again, there is another side. Certain of our allies before 
World War II were substantially dependent upon exports to 
the East. Unless compensation can be found to counterbalance 
that market loss, a complete East-West trade embargo will 
seriously strain the economics of those allies and, in time, 
weaken the existing ties between us. To return to the example 
of the Danish cheese and the Polish coal, when we com- 
plained about the sale of ships to Poland, the Danes offered us 
one of three alternatives—buy Danish cheese, give them U. S. 
coal or permit them to earn dollars to buy U. S. coal. You 
can see how the parts of this problem are all interrelated. 
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The detriment sought to be imposed on our enemies must, 
therefore, be balanced against the inescapable disadvantage to 
our allies. Our first effort, as already indicated, should be to 
find other markets for the production of such allies. Our 
allies cannot complain if the goods previously shipped to the 
East can be absorbed elsewhere within the free world. The 
extent that that is not practicable, the embargo lists must be 
carefully analyzed so that the injury to our allies through an 
enforcement of the embargo does not outweigh the burden 
imposed on our enemies. Maybe the regulated barter sug- 
gestion is worth more serious study and a trial. 

Of course, this principle is easier to state than to apply. 
There will still be differences of opinion in many specific 
cases. It will not always be easy to appraise the respective 
advantages and disadvantages. If, however, the principle of 
balancing advantages and disadvantages is clearly stated, the 
basic reason for our position will be understandable and, I 
believe acceptable. 

The subject of foreign trade relations in all of its details 
and intricacies of its many inter-locking relationships is ad- 
mittedly complicated. It is not too difficult, on the other hand, 
to appreciate the basic necessity of linking our proper foreign 
economic policy to the attainment of over-all national security. 
I make no pretense of knowing the proper determinations 
which should be made with respect to specific cases. My study 
has brought me, however, to the conviction that basic prin- 
ciples to guide us must be first agreed upon and that the mili- 
tary need for strong allies firmly attached to us can never be 
overlooked or passed by. 

We cannot limit our attention to any one aspect of the 
problem. I cannot emphasize too often that our solutions will 
have to be over-all solutions—countrywide solutions which 
consider our national security as well as our domestic economy. 
There will always be a long list of advantages and disadvan- 
tages. It will take the experts to compute the best and most 
acceptable national balance. Individual injuries, I feel certain, 
will be offset by individual benefits, but above all, the national 
security position in this cold war must be sustained and 
improved. 

While these principles will not help you to determine the 
precise tariff rates on any specific article or the a use to 
be made of import quotas or the embargo lists for East-West 
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trade, they will enable you to weigh the many arguments pro 
and con which you will hear in the coming months with re- 
spect to the President's policy in general, and specific tariff 
rates in particular. They will help you to determine whether 
the entire problem or only one side has been discussed. For 
instance, to return to the Japanese problem which I mentioned 
at the beginning, I have seen a digest of the seventy-eight 
briefs filed by American industries with the Committee for 
Reciprocity Information which is considering the action to be 
taken with respect to tariffs and quotas on Japanese manu- 
factured goods. Practically all of the briefs were filed in 
opposition to any change in such tariffs and quotas which 
would affect their particular industries. Only one brief men- 
tioned the relative importance of the domestic industrial dis- 
locations envisioned as compared with the importance of hold- 
ing Japan as an ally of the free world. That brief argued that 
liberalization of trade could not be legally used to keep Japan 
in the free world orbit and that aid, financed by a tax on all 
people, was preferable to mutual trade. Another brief deplored 
the effort to hold Japan as a bastion of the free world on the 
ground that it was like hiring a mercenary, and medieval Italy 
found mercenaries to be unsatisfactory. Many claims of indus- 
trial strategic importance for particular industries were made. 
On these I cannot comment except that they covered a wide 
field, running from dehydrated garlic through textiles, lenses, 
aluminum foil, and jute yarn. I do know, however, that 
neither the President, nor his staff assistants, will be able to 
judge these individual cases from the national security stand- 
point without careful consideration of the action necessary 
to hold Japan with us and that continued aid is not as affective 
as mutual trade. 

A complete understanding of the principles involved will, 
I hope, produce more complete discussion in the future of 
the individual cases under consideration. It will also enable 
us more understandably to review the conclusions reached by 
our President and his experts, and more readily to reject the 
solutions which are not applicable to the entire problem. I 
have every confidence that if our people, our industrial man- 
agers and our labor can understand the national security 
objectives for which the President strives and the means of 
attaining such objectives, they will be willing to subordinate 
their individual difficulties to the national good. 


The New Egypt 


DOMESTIC AND FOREIGN POLICIES 
By DR. AHMED HUSSEIN, Ambassador of Egypt to the United States 
Delivered at the American Legion Washington Headquarters, Washington, D. C., January 29, 1955 


R. CHAIRMAN, Gentlemen, it is indeed a pleasure 
M for me to attend your meeting and spend this hour 

with you. To the best of my ability, I will try to 
answer the proposed questions relating to the domestic and 
foreign affairs of my country; questions that were sent to me 
by the director of your Washington Office. In doing so, I 
have no reservations. In fact, I am grateful to you for giving 
me this opportunity. 

It is now two years and a half since the new regime has 
risen to power in Egypt. Though a very short time indeed 
in the life of our nation, this period has been packed with 
fast-moving events and significant achievements. 

The change of Government in July 1952 took place at a 
time when political, social and economic conditions in Egypt 
were at a record low. All indications at the time threatened 


® 
a bloody explosion. Four cabinets were retired between Jan- 
uary and July 1952 after having failed to stabilize the situa- 
tion and check further deterioration. Even the Government 
machinery itself was then on the verge of collapse because 
of corruption, nepotism and influence-peddling. 

One of the first actions of the new Regime was the waging 
of a campaign to clean-up the administration and weed out 
the corrupt elements. Judicial committees were formed for 
that purpose in every department of Government, and they 
went about their business in a prompt and orderly way. Their 
investigations resulted in the retirement, with regular com- 
pensation, of several hundred employees. 

Meanwhile, the Revolution Council exerted every possible 
effort to persuade the leaders of political parties to purge their 
organizations and clean their ranks by eliminating all un- 
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desirable and proven corrupt members. When the cail went 
unheeded the Government had no alternative but to dissolve 
these parties and suspend parliamentary life temporarily. 

In January 1953, a transition period of three years was 
decreed as a necessary measure to prepare the country for the 
establishment of sound democratic Government. A provisional 
constitution, based on guarding freedoms and securing the 
basic principles of government, was announced for the dura- 
tion. Immediately following, a committee of fifty untainted 
national leaders was formed to draft a modern democratic 
constitution. Six months later, in June 1953, Egypt abolished 
its monarchy and adopted a republican form of Government. 
A few months ago, the draft constitution was completed and 
it is now undergoing its final revisions. In general terms, it 
is based on the principles of representative parliamentary Gov- 
ernment, majority rule, universal suffrage, equality before the 
law and guarding the rights of the individual. It is scheduled 
to be promulgated at the end of the transition period. 

One of the fundamental reasons for instituting the transi- 
tion period was the need to emancipate the Egyptian peasant 
from the strangling hold of the big landowners. Apart from 
mere economic exploitation, the land distribution pattern that 
we had up to 1952 made it impossible for the farm-hand and 
even the small tenant to vote freely. The landlord was the 
supreme boss all over the countryside. Even though he may 
have been an absentee owner, he was able to dictate his will 
and send his nominees to parliament and local municipal 
Councils. 

In order to deal with this state of affairs, the New Regime 
enacted the Agrarian Reform law on September 9, 1952, that 
is less than seven weeks after the assumption of powers. This 
law sets a ceiling of two hundred acres on individual land 
ownership. The Government takes over from landowners 
their possessions in excess of that limit and divides this prop- 
erty into small family size farms. Expropriated land is priced 
at 70 times its annual tax. The owner is paid for his land 
in State bonds, carrying three percent interest and redeemable 
in thirty years. The newly created small farms are sold to 
former tenants and farm hands at handling costs and on easy 
thirty year terms. 

This agrarian reform law also provides for the protection 
of both tenant and farm laborer. It decrees a new scale for 
rents based on linking them to the annual land tax rates. 
This means a considerable reduction in average rents paid by 
small tenants. The law also establishes a rewarding minimum 
wage for agricultural labor. It further provides for the crea- 
tion of new cooperative societies for the new small farmers 
through which they can market their crops as well as procure 
their seeds, fertilizers, loans and agricultural machinery at 
favorable terms. 

It was estimated that one-tenth, more or less, of Egypt's 
arable land would be included under this reform measure. 
This would mean the creation of approximately one hundred 
and fifty thousand new small farm units. It was planned to 
effect the distribution over a five-year period. A special com- 
mittee was established and vested with full powers for im- 
plementation. Latest progress reports indicated that the opera- 
tion was proceeding satisfactorily. 

In addition to its social and political effects, the agrarian 
reform is expected to contribute to the betterment of the eco- 
nomic conditions of our peasantry. For one thing, the creation 
of family size farms should increase the income of these 
families. Then too, the lower rents and higher wages will 
amount to an appreciable increase in the purchasing power of 
the main bulk of our population. In short this reform measure 
could lead to the creation of new markets and further economic 
activity. 
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We realize, howevet, that such gains will not be enough to 
cope with our main economic problem, namely, the disparity 
between a high rate of population growth and a low rate 
of increase in economic production. For that reason, and 
in order to gradually better the general standard of living in 
Egypt, the New Regime has been evolving a bold and realistic 
economic policy that aims to develop both agricultural and 
industrial productions. 
Late in 1952 the Government established a National Coun- 
cil for Economic Development and gave it full powers to 
make studies, draft plans and initiate projects for development 
in all sectors of the economy. Since then, several industrial 
projects, among which are steel, paper and oil-refinery plants 
were approved and are at present in process of construction. 
Similarly, work on some new irrigation and land reclamation 
schemes is currently underway. Plans for the construction 
of a giant dam which will make possible the irrigation of 2 
million acres and the generation of 10 billion K.W.H. of 
electric power are being completed. Part of this power will 
feed new fertilizer and iron industries. 
It is estimated that, all in all, these economic development 
projects will cost Egypt approximately one billion and five 
hundred million dollars over a period of ten years. Of that 
about six hundred million dollars will be needed in foreign 
currencies. The Government has established, independent of 
the regular budget, a new separate fund for economic develop- 
ment projects. But the main emphasis in our economic de- 
velopment policy is on creating a favorable atmosphere for 
the encouragement of private enterprise and the expansion 
of investment, both local and foreign. 
Every possible and reasonable accommodation is being 
made to encourage the flow of foreign investments to share 
in Egypt’s expanding economy. New legislation was enacted 
in that respect and among its main features were the following: 
1. To allow the formation of corporations without any re- 
strictions on the share of foreigners in capital and manage- 
ment. 

2. To treat foreign investors on an equal footing with Egypt- 
ian nationals. 

3. To exempt new development projects from taxes on profits 
for a period of five years. 

4. To permit the foreign investor to transfer his profits in 
full in the original currency he invests. 

5. To allow the repatriation of capital after five years from 
its initial investment. 

6. To relax exchange controls in favor of new investments. 

Along these lines of reform and development, the present 
regime is hopeful of creating new opportunities for employ- 
ment, bettering conditions of living and realizing a full social 
and economic uplift in Egypt. Meanwhile new public schools 
are being built at the rate of 400 units a year. Public health 
facilities are being expanded at an accelerated rate. New 
social rural centers are being established and equipped to 
provide the services needed in our villages along aided-self- 
help lines. Corruption and exploitation are being systematic- 
ally stamped out of Government offices, public life and market 
places. Thus, by rapid successive moves, the new regime has 
been depriving the extremist and subversive elements of all 
fertile grounds for harmful activities. One shattering blow 
to such groups was the settlement four months ago of the 
dispute over British occupation of Egyptian territory which 
had been for the past seventy years the main cause for agita- 
tion and unfriendly attitudes towards the West. 

Communist activities have long been outlawed in Egypt. 
The existence of underground cells, however, has always been 
an open secret. Though few in numbers, Egyptian Com- 
munists were well organized and highly efficient. Conditions 
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of discontent in the monarchy era gave them a goicen oppor- 
tunity to thrive, agitate and prepare for chaos. When the 
New Regime came to power, it made sure not to discount 
or minimize the dangers of these communists. Intelligence 
and security officers were therefore set on their trails. Many 
cells were exposed. Their members were duly tried in courts 
and met with justice. Though it could be safely said that 
there is today no real communist danger in Egypt, the Gov- 
ernment has not yet relaxed it security measures and will stay 
on the alert. I may mention in passing that among other 
things the Government has recently sent two missions of 
police officers to this country to study the latest techniques of 
combatting subversion. 

It is evident that Egypt, by ideology, is a natural ally of 
western free nations. Of course we are physically located in 
Africa and the Nile, life line of Egypt, draws its waters from 
the heart of that continent, in Ethiopia and the Sudan. But 
our culture is founded on Greco-Roman and Judaeo-Christian- 
Islamic civilizations which give us a real stake in the cause 
of freedom and democracy. Furthermore, as a nation of firm 
believers in God and private ownership, we are naturally 
opposed to communist doctrines of atheism and collective 
materialism. 

The seeming paradox in our relations with the West stems 
from a climate of distrust that was created over the centuries 
by colonial interests and policies in our part of the world. 
The story of our experience with Turkish, French and British 
colonialism is a sordid one indeed. I certainly do not propose 
to burden you with its details. It is enough to say that these 
powers succeeded fully in alienating our affections. They im- 
poverished our lands, arrested our progress and hurt our 
national feelings. Because our experience is so recent, its 
memory remains vivid and by necessity affects our dealings 
with the West. It further consolidates our rejection of com- 
munism. For at no time in our history were we interested 
in replacing one colonial boss by another. 

Some time must be allowed for the bitterness, accumulated 
over the years, to fade away and be supplanted by true friend- 
ship and cooperation. Furthermore, a fresh approach and a 
clean performance by the West are now necessary to regain 
our confidence. We have every right to be treated as equal 
partners in the family of nations, partners who cannot afford 
to tolerate dictation and double standards. At the same time 
our sympathies will always remain with those nations who 
have shared our experience, those who have not been as for- 
tunate as we are today and those who are still struggling for 
their liberation. 

This does not mean that we are setting up the standard 
of neutralism in Egypt. We realize that we cannot easily 
isolate ourselves or stay aloof from world crises and major con- 
flicts. Under present conditions, neutralism in Egypt would 
be self-defeating. Our policy therefore is one of supporting 
freedom and democracy and opposing aggression within our 
means and limitations. Inasmuch as the West aims to uphold 
these same principles, we will have in common ample logical 
grounds for fruitful cooperation. 

This history of the last two World Wars shows where we 
stand when serious trouble brews. As the First World War 
broke out, we threw our lot in with the Allies. Our com- 
munications and supplies were mobilized to serve the war 
effort. Four hundred thousand Egyptians served with the 
British army against the Germans and the Turks. During the 
Second World War, our contributions exceeded our treaty 
commitments and obligations. At times we quartered and 
supplied several Allied armies that came from five continents. 
Our workshops and arsenals attended to their needs not only 
in Egypt but in the whole Middle East war theatre. Our fliers 
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shuttled supplies and war materiel to hard pressed British 
troops all around the Mediterranean. This is how we acquitted 
ourselves in emergencies even at the time when we loathed 
the British for their forced occupation of our land. 

The record of our voting on world issues in the United 
Nations is another indication of our natural position. We 
are a small nation of twenty-two million people. We are inter- 
ested in peace for its own sake and as a —— for the 
success of our endeavors to preserve our moral and spiritual 
values, to evolve our culture and to achieve an abundant life 
for one and all. We have no aggressive designs and we harbor 
no expansion schemes. We defend what is right insofar as 
we can perceive it. 

In this we do not stand alone. We are closely related to 
five members of the United Nations who are our neighbors 
and with whom we have kinship as well as community experi- 
ence and goals. We are bound together in a regional organiza- 
tion that is registered with the United Nations and that 
conforms with the U. N. Charter. We are committed in this 
organization, the Arab League, to a policy of strengthening 
our social and economic relations as well as our security and 
defense programs. It is only natural therefore that we consult 
with these friends on world issues and that we seek unity 
with them in our approach. It is equally natural that we seek 
to preserve and strengthen that regional organization to make 
it more effective in serving peace. 

We recognize in Egypt that we cannot stand alone in the 
face of aggression. Today, no nation can do a complete job 
of defense against full invasion without risking destruction 
and loss of life. By right and by duty, we are responsible for 
defending our territory. We further realize that we must 
share in the responsibilities of maintaining peace in our region. 

We are endeavoring to strengthen, expand and modernize 
our armed services and to create, along with our friendly 
neighbors, a strong coordinated mutual security system for 
the Arab World. To our minds, this is the right and effective 
approach to bolster the defenses of the area and discourage 
possible aggression. A sound defense system must logically 
emerge from within. It can then call for and receive the 
necessary and appropriate external assistance from friendly 
powers who are equally opposed to aggression. Attempts 
seeking to impose a defense system on the area from without 
and that ignore the psychological climate and the potential 
native military resources have been considered unrealistic and 
were therefore rejected by our people. 

And yet Egypt is not completely deprived of means for 
receiving Western assistance in case of aggression on her 
territory by a foreign power. We are bound by our recently 
signed treaty with Britain to reactivate the Suez Base and to 
admit British armed forces in cases of aggression against 
Egypt, any of the Arab League states or Turkey during the 
next seven years. We are also committed to consult with the 
British should the danger of war threaten our area. A long 
century of Western colonialism has rightly or wrongly made 
our people wary of Western policies and is therefore exclud- 
ing military alliances at present. A concerted effort to dispel 
mistrust could create a more favorable climate for closer 
cooperation. 

Unfortunately, the West's offers of friendship to the people 
of the Near East are too weak to counter-balance the alee 
and disaffection that the West had created when it arranged 
for the colonization of Palestine by international Zionists. 
Claiming humanitarian feelings for the four hundred thous- 
and European displaced Jews in 1947, the West, together with 
terrorist Zionists has caused the dispossession of over a mil- 
lion Palestinian Christian and Moslem Arabs who are now 
destitute refugees. For six and a half years this mass of 
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humanity has been rotting away in tents, shacks and caves 
in the hills of the Holy Land. 

The United Nations has resolved repeatedly that these 
refugees should be allowed to go back to their homes and 
fields and that only those among them who do not wish to 
do so should be settled somewhere else and paid appropriate 
compensation for their lost property and possessions. Israel, 
however, has persistently refused to abide by these United 
Nations resolutions. The United Nations has repeatedly re- 
solved that Jerusalem be internationalized. Israel flagrantly 
answered by moving its Government offices into Jerusalem 
and declaring it the seat of government. Moreover, she has 
annexed in excess of the area originally allotted to her by 
the U.N. partition resolution, much of the space that was to 
be left to Palestinian Arabs. In further aggression Israel 
consistently violated the U. N. truce and armistice borderlines 
to expand its territory. Furthermore, it is a matter of record, 
attested to by the Jewish Newsletter in this country, that the 
so-called bastion of Democracy in the Middle East discrimin- 
ates against its Arab minority residents, legally considers them 
second class citizens and inflicts upon them administrative and 
economic hardships in an effort to drive them out of their 
country. It is also a matter of record that certain elements 
in Israel make no secret of their expansion plans and define 
their future borders as extending from the Euphrates to the 
Nile. 

As long as such conditions exist Egypt cannot consider 
a change of the status of war with Israel. Again and again 
we have told the United Nations and other peace messengers 
that no settlement could be reached with Israel until it abides 
by and implements the United Nations’ basic resolutions con- 
cerning partition boundaries, repatriation and compensation of 
refugees and internationalization of Jerusalem. This still is 
our official stand. 

And as long as this status of war is maintained Egypt has 
every right to refuse to permit passage of Israeli vessels in 
the Suez Canal. The Suez Canal is an uncontested integral 
part of Egyptian territory. We know of no international law 
or convention that requires a nation to allow ships, trains or 
planes of an enemy with whom she is in a state of war to 
travel freely across its borders. 

The Suez Canal is a business enterprise run by an Egyptian 
Company. An international convention signed in 1888 decreed 
that the Canal be kept open and free at all times and to all 
nations. Article 10 of that convention, however, drew some ex- 
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ceptions to that general rule. The exceptions concern the safety 
of Egypt and the Canal itself, and give Egypt the right to take 
all necessary measures to secure that safety. Egypt has never 
violated that convention nor has she tampered with passage 
in the Canal since its inauguration eighty-seven years ago. 
We certainly have every intention of keeping that record. 

It would indeed be peculiar and harmful if the Egyptian 
position on even as simple a case as that of the Suez Canal 
passage rights was not understood and appreciated here. As 
we strive to guard peace and strengthen our security we need 
a full measure of the sympathy, understanding and patience 
of the acknowledged leader of the Western powers. In the 
present era of international affairs, friendly relations and co- 
operation cannot be developed by signing treaties and conven- 
tions alone. They have to be bolstered by the mutual sympathy 
and understanding of the peoples concerned. Moreover, words 
and ideals are no more sufficient to win the battle of struggling 
ideologies. They too have to be supported by positive pro- 
grams of actions and deeds. 

Our friendly relations with the United States of America 
were not born yesterday. American teachers, doctors, business- 
men and missionaries have been serving in Egypt for the good 
part of a century. They have been excellent ambassadors of 
good will and have contributed freely to cementing the bonds 
of friendship between the two nations. 

During the past few years your Point Four and Technical 
Assistance programs have been made available to us. They 
provided opportunities for scores of Egyptians to visit your 
country and learn about your recent advances in sciences and 
technical know-how. They also furnished us with the services 
of techincal experts who are helping us now in planning and 
implementing our social and economic development programs. 
Moreover, we finally qualified this year for a modest measure 
of economic aid. 

I can assure you that such aid and assistance is much needed, 
well applied and highly appreciated by my Government. We 
can only hope that the U. S. help will continue and grow 
to be more effective in supporting our efforts to build an area 
of strength and to contribute our share in guarding world 
peace and security. Above all, we sincerely hope that the 
United States, in addressing herself to the needs of peace and 
security in our region would maintain a consistent, sympathetic 
and impartial policy based on her real interests and her tradi- 
tional reputation of selflessness and liberalism. 


Improved Business Conditions Will Continue 


THE RECOVERY OF CONFIDENCE 
By DR. LEO WOLMAN, Professor of Economics, Columbia University, New York, N. Y. 
Delivered to the Executives’ Club of Chicago, Illinois, January 21, 1955 


have been here, and I feel you are friends of mine. 
Of course, you missed one year, last year, and you 
know that didn’t turn out to be a very good year, but there 
isn’t necessarily any relationship between those two events. 

I'm almost tempted to make a labor speech, but it’s too 
late to change my mind, or for you to change yours. 

One of the things your Chairman said, among others, is 
full of truth—you know all about this. You know just as 
much about it as I do. 

I have an old friend who is managing editor of a great 
eastern newspaper who writes me twice a year on a piece of 


M‘ CHAIRMAN and friends, this is the third time I 





yellow paper, as these newspaper men do, and he scribbles it 
in lead pencil. All he says is this: “What do you know that 
I don’t know?” That's the most difficult letter to answer that 
you could possibly get. 

Well, it is a quality of college professors, (of which profes- 
sion I am one) you know, to talk fifty minutes—which I 
won't do, no matter what the subject. I also follow the habits 
of my profession by taking a little bit of a running start, be- 
cause what we're talking about isn’t new. It’s old. It keeps 
returning in one form or another, and that’s what we're really 
interested in—what the nature of the recurrence is. 

I go back to when this thing started, somewhere in 1953- 
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1954. Then, you know, there were very lugubrious antici- 
pations. I don’t want anybody to leave here now to run out 
and make a commitment of some kind on the stock market 
because of what I have to say, but there were lugubrious 
anticipations. 

One of these was proposed by a foreigner engaged by the 
Manchester Guardian to write about the American outlook. 
That was the most doleful thing anybody had said. He said 
this decline began in 53, and in '54 was just beginning to 
accumulate, and unless some great external force came in to 
help it up, it would degenerate into something considerably 
worse, and we would soon have ten or twelve million un- 
employed (which is the number that is generally used). 


“CLIMATE” OF OPINION 

People began to talk again and to hark back to the period 
of what they thought was permanent unemployment in the 
United States. You get that all the time. I go to these con- 
ferences at which I am not the speaker, so that I can listen, 
(and it is reasonable enough, likely enough that what people 
say reflects what is going on, the climate of opinion at that 
moment) and everybody begins to say the same thing. You 
hear that first there won't be a recovery. Then when a recov- 
ery shows its head, or there are indications of a recovery, they 
say, “Well, it will be a mild recovery.” 

That's not much of a commitment, because you don’t quite 
know what ‘mild’ is. Anyhow, “mild” is not ‘‘strong,’”” so 
they say there will be a mild recovery. Well, if it’s mild, it 
won't last long. 

The last conference I attended with a galaxy of forecasters 
was back in October, and they said it would be mild, and if 
it were mild, it would peter out after a while. 

Well, that becomes a climate of opinion, and then some- 
thing happens that either confirms that climate of opinion or 
contradicts it, and you begin to change your mind about the 
thing. You have to take those things into account. Nobody is 
immune from that; you're bound to be influenced by what 
is going on. 

Now let me go back to 1954, which was a very interesting 
year. A lot of things happened in ‘54 that are worth recalling ; 
'54 is just over, you see, and that was the precursor of '55, 
which, in a weak moment, I agreed to talk about. 

In '54 (and this is interesting, this is important) there was 
an official opinion about this decline in business, and I think 
if you go back over history, this is the first time in the history 
of the United States that you got a technical, official opinion. 
There are always official opinions, you know, but that’s a part 
of the business, part of the ofhce. We have never had a Presi- 
dent or Secretary of the Treasury who didn’t tell you about 
these things, but this was a technical opinion, and a technical 
opinion which made pretty early in the game. 

What I want to emphasize is that this was a peculiar kind 
of decline, a specific kind of decline, brought on by a specific 
cause. That being the case, barring accidents, it was going to 
be a mild decline. 


GOOD FORECASTING 


Now, when you make a prognostication of that kind, you 
stick your neck out, and the fellow who did it (and I know 
who did it) was qualified to do it, and he had reasons for it. 
That is part of the game, you see—first, to make up your mind 
what causes these things, and then to make up your mind 
what the aftermath will be. 

Well, he began to say pretty early that this was an inventory 
decline. Inventory declines can be pretty big, because you have 
to remember what they are. When you get an inventory de- 
cline, you begin drawing on your stocks, and therefore you 
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stop producing in a twofold manner. You stop producing 
partly for the current market, and you also stop producing to 
build up your inventories. You add those two things together 
and they can be pretty big, as they have been in the past. 
We have a lot of records on that. 

Well, he said that was what it would be, and it would be 
mild. A lot of people took their pencils out and began to 
show how it couldn't be that sort of thing. But he was right. 
Also, he was an adviser, and this is one of the times (and I 
don’t know how long this is going to continue) they acted 
on his advice. 

I'll tell you what was done in 1954, one of the most inter- 
esting periods in the history of the United States or any 
country, for that matter. 

Number 1, they didn’t get panicky. When you get panicky 
nowadays, there is only one thing you do—we might as well 
know that, because if we're going to get panicky, somebody 
will, sooner or later spend a lot more money. That's all the 
government can do when it gets panicky—spend a lot more 
money. 

That's a simple thing. You don’t have to be a great student 
of history to know that. Well, the government didn’t get 
panicky; it reduced expenditures in the face of a decline in 
activity because it believed in its advice and believed in the 
character of this decline. So the government reduced its ex- 
penditures by a very substantial amount of money—six or 
seven billion doliars a year—which was an act of great courage 
as well as what turned out to be correct foresight. 

Then they did another thing. Although they got some 
criticism there because not everybody liked the way they did it, 
(thought I think they were right) they cut taxes. That was a 
kind of a bet on the future. They cut them six or seven bil- 
lion dollars, something like that, about that time. 

But they didn’t cut them as they should, and here I may go 
over into the labor problem a little bit. The labor people 
thought they didn’t cut them right, that they ought to cut 
only the lower income taxes. The Administration says, ‘You 
cut two things—business and consumer taxes, because business 
is the source of activity.’’ Now, for a politician to admit 
in public today that business is the source of activity, is an act 
of the very greatest courage and character, and yet they did 
that. It so happens that business is a source of activity, and 
they wanted to do something to help that source of activity 
retain its strength, so they did that, and it turned out to be 
a correct kind of a guess. They thought it was going to be a 
mild decline, and that it would be very largely an inventory 
decline ; they took these chances, and it worked out pretty well. 


BUSINESS CYCLE 


Now, when you study the United States, you find out some- 
thing that has been historically true and will continue to be 
true for a long time. Not all of your activities behave in the 
same way or move in the same direction at the same time, and 
that has been historically true of business movements. There 
is such a thing as a general peak and a general trough in a 
mild depression, or a mild uprising, or a boom, or what not, 
but it doesn’t move that way and you wouldn’t expect it to 
move that way. There are leaders and there are laggards, and 
they move that way, and they moved that way this time. 


People are already writing articles saying the business cycle 
is done. They say “All you have now is a series of corrections 
in individuals industries.” But they were always like that; you 
always had these corrections in individual industries, and that 
was the nature of the cycle. The real question was: How much 
of it took place among all these individual constituents of a 
business system ? 
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One thing that has happened in this country—and which 
has been going on for a long time, and you see it when you 
get into a decline—has been the maintenance of a very high 
level of general activity while industrial production isn’t doing 
so well. That’s what happened in 1954. I hate to recall 
these figures to you, because I don’t remember them, but at 
any rate I can make some observations about them. 

You will recall that when the industrial output dropped 
down about 10 per cent—which it did, from the peak to the 
trough; industrial output dropped down about 10 per cent— 
this thing called G.N.P. (which we borrowed from the Rus- 
sians, they use the alphabet to describe economic activities) 
didn’t drop down by any amount like that. What we call 
“disposable income’’—and everybody knows what that is, the 
income you have to dispose of—went up because there was a 
remission of taxes during the year. 

So if you weren’t accustomed (and you'll pardon me if I 
get technical for a minute here) to looking at the Federal 
Reserve Board Index, (which is a habit you should get your- 
self out of) but I looked at the general figures, or the two 
figures together, then, while the Federal Reserve Board Index 
was going down, the bigger index, was behaving very much 
better, because there you didn’t get any slacking in employ- 
ment, in what we call non-agricultural employment. Well, 
that’s what made the thing so much steadier in 1954 than it 
otherwise would have been. 


RECOVERY 


Now I come to the recovery, which I suppose is what you 
want to hear about, but you can’t talk about the recovery unless 
you talk about what preceded it. I want to talk about a num- 
ber of things in connection with this recovery, because these 
are things that bother people. 

We have an association in the United States called the Na- 
tional Planning Association which has a lot of businessmen on 
the board, and I know many of them. Well, they publish a 
lot of things about this country, and I don’t know why they do 
it, but that’s not my affair—I’m not a member of it. Anyway, 
I want to call that to your attention. With them it’s pure 
arithmetic—the easiest way to settle the economic problem is 
to do additions and subtractions, and if you're really good, 
make it multiplications and divisions. That’s what they do 
in the National Planning Association when they say you have 
so much unemployment, and you have to get so much activity, 
and if you don’t, you're going to have so much unemploy- 
ment. It’s a very confusing thing, but in addition to being 
confusing, it’s quite incorrect. Now, people do things like 
that. I want to talk about that a little. 

The peak of unemployment (and this is important) in the 
United States, as we measure it—and I guess we measure it 
about as well as we can measure that sort of thing—was 
reached in March of 1954, when it was 3,700,000. That is a 
figure that ought to have meaning to you, and I'm going to 
relate it to other figures after a while. It didn’t go down very 
much, but slid off a little bit, and then slid off faster in the 
fall, so that by December (and I just managed to get the 
December figures before I got on the train, so I could be right 
up to date here) it was down below 3,000,000. It was 
2,830,000, to be exact, so you see this recovery got under way. 

There were other indications, but it was under way tolerably 
early. You could see indications that the thing might run its 
course, though when this type of thing runs its course, it 
doesn’t convert itself overnight into a vigorous recovery of 
some kind or another. 

Well, by the fall, when people were very dubious about 
this, and began to talk about something that would last for 
a long time, even though there were a recovery, then the indi- 
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cations became much clearer, and I want to talk about them a 
bit. 

I ought to have said earlier that I didn’t have time to read 
the President’s economic report, which is a very important 
document. I just saw a summary of it this morning. I wouldn't 
want to use the words it uses because that would sound like 
collusion. They say “vigorous.” I say “strong,” so we'll let 
it go at that. 

There began to be indications in October or somewhere 
along there—contrary to much opinion in this country—that 
this was beginning to have the earmarks of a strong recovery. 
There doesn’t seem to be any question about that, and it 
already has gone a considerable distance in making up for the 
decline in these unemployment figures, as you can see. If 
you knock off close to a million of the unemployed in this 
period, that’s a pretty big performance in a short period of 
time; usually it doesn’t take place that fast. I wish I had time 
to go into all of the manifestations of that, but there are so 
many. 

One is the degree of recovery, here and there. Another is 
the area over which the recovery gets diffused. The technical 
indicators—the new ones that we call “diffusion indexes”’— 
are all behaving quite well, and as we stand today, there are 
indications of a pretty strong recovery. 


WHAT CAUSED RECOVERY ? 
Now, why did it happen? Here’s where I'd like to say 


something. After all, we depend a great deal on memory, on 
what we think about the past. We don’t necessarily under- 
stand the past or have clear notions about the past, and I would 
like to recommend to any businessmen who have got money 
to spend that the best investment you can make with your 
money—scientifically, 1 mean—would be to put some money 
into finding out what happened in the United States between 
1935 and 1942, one of the most interesting periods in the 
history of the United States, when we behaved unlike we did 
in any preceding period. That is worth studying. It will 
teach you a great deal about the present and the future. 

People began to talk differently about these business move- 
ments because of what happened in the 1930's and the early 
1940's, before we got into the war. Then people lost their 
confidence, and they haven't regained it yet in what is a 
fundamental thing about this country of which we have seen 
great evidences in this last year and prior years, and I'll tell 
you what that is. It is the capacity of private economic busi- 
ness activity in this country to recover on its own, the capacity 
of private business to recover on its own with very little, if 
any, important outside assistance. Most people have lost 
confidence in that. 

I know when | talk to businessmen, the first thing the 
businessman puts to you is “Yes, you've got a recovery under 
way, but what will sustain it?” Well, what did sustain it, 
historically? It sustained itself, through the generative, re- 
generative capacity of a business system where one thing leads 
to another. 

Well, luckily, we happen to be in a situation where we can 
see this. Look at the kind of things done in the automotive 
industry in the last six months. It wasn’t done by government, 
though government had a hand in it, but in a different way. 
It consisted of the adoption of purely private business policies 
and taking the essential action required to put those policies 
into effect. 

What was it? They spent a vast sum of money to exploit 
a market, and they weren't sure the market would be there, 
but they took a chance on it. It was a competitive thing, partly, 
but partly an industrial matter, where they forked out huge 








sums of money—like Chrysler, like G. M., like Ford, and like 
people who couldn't afford it. They put it on the line. 

You say it was for retooling. Well, ‘‘retooling’’ is a neutral 
word, but retooling, when done on that scale, was a vast 
capital investment, and I want to tell you it’s not the last time 
they're going to do it. Why did they do it? To tap a market, 
to create a market. That's what the private economic system 
does, and did, historically. If it didn’t do that, you’d never 
have a market, if you had to wait for an outside force. 

That's what my students all thought and were taught since 
the 1930's, with very fancy terms. They were told, and still 
believe, (though there are less of them, because you finally 
get influenced by what goes on)—I must have made a blunder, 
but it doesn’t matter—that the capacity of industry from 
within itself (and there was a word for that, a Greek word, 
“endogenous,” meaning “coming from within’”—a_ loose 
translation) was not great enough, that you couldn’t depend 
on endogenous forces to bring about a recovery, and you had 
to depend on what they called exogenous forces. That's all 
in the textbooks today. You'd better become familiar with 
that, because it’s just about to be discarded. 

And what is the exogenous force? Government. That's all. 


FAVORABLE BUSINESS “CLIMATE” 


This man who is Chairman of the Council of Economic 
Advisers wrote an annual report for the National Bureau of 
Economic Research a couple of years ago. Do you know 
what he said? He made a very important statement. He said 
that from 1945—the end of the war, to the beginning of 1947, 
(this is one of the most important statements that you can 
find in any economic publication in this country up until 
today) private industry, on its own, by its own activity, made 
up for a drop in public expenditures of $100,000,000, which 
even in this country is a rather huge round sum of money. 
He said that, and believed it, and knew it to be true. We 
lost confidence in the capacity of business to do these things, 
but business can do it. 

There is only one condition under which business can do 
it, and that is with a favorable climate. Well, what is a 
favorable climate? I'll tell you what it is. 

It is many different things. A favorable climate is the 
opposite of a hostile climate. If you look around and don’t 
have a friend anywhere—I'm not talking about Chicago, but 
Washington—that’s not a favorable climate. Now, you might 
not like what your friends do. That's another matter; nobody 
does like what his friends do, in entirety. But if you find 
that you do have some friends, that’s the beginning of a 
favorable climate. Also, if you have somebody around in the 
officialdom somewhere who thinks your taxes ought to be cut 
some time, I might almost stretch it to say that is an indica- 
tion of a favorable climate. You acquire new ideas as you go 
‘along. 

People will say it isn’t going to last long, and they begin 
to think of different reasons. They'll say that business invest- 
ments will go down. They may not go down; I have a strong 
hunch they will go up. You want to know why? Because if 
the recovery continues at anything like the present magnitude, 
business investment has to go up. 

Here’s a curious point at which we have arrived in this 
country—you can’t save any money any more in the United 
States unless you invest more. I'm going to explain that be- 
fore I'm through. That is the situation you've got in this 
country. 

I have talked to heads of business and I have asked them, 
“What is your investment program?” They tell me, “Oh, it’s 
going to be pretty good this year.” 


VITAL SPEECHES OF THE DAY 


I say, “You invested a lot in previous years. What about 
it?” 

“Well, we might like to reduce it, but our factory managers 
won't let us.’ 

The factory manager, if he is any good, can’t let you do it, 
so if you lay your hands on any loose funds, (and I know 
they’re around somewhere) you're going to invest, and if this 
shows any vitality as at present it has indications of showing, 
it doesn’t at all follow that you're going to get a continued 
sliding off of private investment. You might conceivably and 
possibly get a turn in private investment. 

Now, we haven't done so badly. I want to look at recent 
history for a minute and show you what this thing looks like. 


UNEMPLOYMENT 


We had a decline or recession or whatever you want to call 
it, and rising unemployment, in 1949 and 1950, under a dif- 
ference Administration. Being under a different Administra- 
tion, with a different political coloration, lots of people pre- 
ferred that decline to this one. Well, you can’t count that. 
Some people like more unemployment under one Adminis- 
tration and like less unemployment under another one. That's 
a matter of personal preference, and this is still a free country 
in that regard. 

Well, there was more unemployment in 1949 than there 
was in 1954. In 1950 (and this is something to remember for 
the future) when recovery was already under way, you had a 
5 per cent unemployment rate, and in the early months of 
1950, unemployment exceeded four million. Well, it hasn't 
yet gone over four million this time, but, of course, if you're 
on a trade union, and you like another political power, then 
you don’t tell your members that they had more unemploy- 
ment before, because they don’t remember these things, any- 
way. They just prefer that situation; that’s all there is to it. 

Now, let me cite one thing more about unemployment. 
We act in this country as if what we call full employment 
(and nobody knows exactly what that is—-say 2 or 3 per cent, 
or something like that, unemployed) is a new thing. It’s not 
new in this country. We used to have full employment all 
the time, before we knew anything about Washington. A 21 
to 3 per cent unemployment rate was the usual thing in this 
country. We had it for long periods of time, and nobody had a 
full employment policy, either. 

And as for the debt, and as for annual spending, I hate 
to mention the figures, because you won't believe it. When I 
got my Ph.D. down there in Baltimore, do you know what the 
federal government spent that year to protect me and my inter- 
ests and the interests of everybody else? Three quarters of a 
billion dollars. Well, that’s a picayune thing, isn’t it? Talk 
to students today and you find that was an era in which, if 
you want to find out what happened, you’ve got to turn 
yourself into an archeologicst and do some excavation. 


But that’s a perfectly clean-cut, clear history of full em- 
ployment. The only time we were bothered with unemploy- 
ment in this country on a large scale was from 1935 to 1942, 
when we went right into the war. Do you know how much 
unemployment we had in 1941? Ten per cent in 1941, when 
the war was already under way, had been for two years, and 
we had already been selling munitions and war goods to for- 
eign countries. Ten per cent. 

It was 5 per cent in 1942. As for 1939, I don’t like to 
mention the figure—17 per cent. Well, that was a period when 
I would say that the climate of opinion, so far as business in 
this country was concerned, was not very good. You don’t 
want to go back to that. I can’t tell you how you keep out 
of it, but you don’t want to go back to it. 
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GOVERNMENT OPERATIONS 


Now I'm nearly done. It’s a strong recovery. We've done 
pretty well with it. We didn’t get panicky, and you don’t 
want to get panicky from now on. 

This doesn’t mean that I approve of all the recommenda- 
tions of everybody in this country. This country is full of 
recommendations, including Washington, but I haven't time 
to talk about that. I do want to mention two things that 
need to be mentioned in this connection as bearing on 1954. 

Number 1, the decline in government spending stopped. 
Now, whether that is a good thing or not is up to you to 
decide, but it stopped. It’s not going to decline this next 
year, in 1955. We may reach the point where government 
gets too nervous and feels it needs to do too many things it 
can’t. That is a big risk. Government has to do something, 
but it needs to keep a check on itself. I'm a little wary about 
1955 and 1956 in that regard, for a variety of reasons. 

The downward trend of the budget has stopped. When 
people say today that they would like to cut taxes in 1956, 
(which I hope they do) what they mean is that the expendi- 
tures will stay where they are, but that income will go up so 
that there will be a surplus, and you can cut some taxes. I 
hope that’s right, but you have to remember the trend today 
is not to cut the budget any more, for a time, anyhow, and 
I would say for a substantial time. 


LABOR DEMANDS 


Now, one more item and I’m through. There is always a 
cloud in the sky no bigger than a man’s hand, and you want 
to be watchful about that. It is the big uncertainty, in my 
judgment, the biggest uncertainty about 1955, and that is 
labor trouble. We now have new and fantastic demands. 
That is natural enough, because we spend so much time sup- 
porting people in this country who don’t know anything else 
but how to devise good demands and they're going to get good 
at it after a while. That's all we do—in the United States we 
support an army of people who don’t have any other occupa- 
tion but to conceive new demands on business. When you 
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get good at it like that, thars an advantage of division of 
labor, except that it has becume too expensive. 

Anyhow, there is this new demand—and it’s full of danger 
—for a guaranteed annual wage. A guaranteed annual wage 
is fundamentally, economically wrong, and it’s wrong for 
simple reasons. 

The first reason is that it rests on a theory that is incorrect. 
The theory is that if you make the businessman pay more for 
employment than he now pays, he'll see to it that there is 
no unemployment. That's a wrong theory. 

The second thing wrong about it is that the proposal can- 
not be put into operation unless you amend all the unemploy- 
ment insurance laws of this country, and that means another 
ending of states’ rights. 

And the third thing that is wrong about it—and this, in 
my judgment, is a critical thing—is that if you have the 
guaranteed annual wage, you will create two classes of workers 
in this country, citizens and business men. The one class suf- 
fers little unemployment and the other class takes the full 
burden of unemployment. And that will be true of small 
business, medium sized business, and of a large section of the 
labor movement. 

You know, when people bargain in this country, they go 
out on a limb, and when you go out on a limb, it’s hard to 
get back to the trunk. I am very scared about that; in 1955 
you might get a series of labor troubles that could do great 
damage to your industrial business prospects for this year. 

We did something like that in 52, when we had a two- 
months strike in the steel industry. That was one of the big 
influences in the inventory build-up, because during that strike, 
steel inventories were run down everywhere—warehouses, re- 
tailers, wholesalers, steel companies. Then when the strike 
was over, they just began producing stocks, and believe me, 
they built them up. 

There isn’t any issue in this country that warrants a strike 
this next year. If anybody has profited, it has been the people 
in this area. 

Barring that kind of contingency, or a war, let me repeat 
what I said——it’s a strong recovery. It has a lot of momen- 
tum. I see no good reason why it shouldn’t go on for a while. 


Our Federal System at the Crossroads 


THE STATES ARE ON THE WAY OUT—SLOWLY BUT SURELY 
By ROGER A. FREEMAN, Special Assistant to the Governor, State of Washington, Olympia, Washington 
Delivered at the Annual Meeting of Nebraska Citizens Council, Lincoln, Nebraska, November 30, 1955 


of the Nebraska Citizens Council and Honored Guests. 
When Bob Armstrong a few weeks ago asked me 
to talk to you on Federal-state relations with particular em- 
phasis on education, I had a difficult time figuring out why 
I had been so honored. The two top experts in the United 
States in these two fields are native sons of Nebraska. They 
would have been far more qualified than I to talk to you 
about those subjects. I am referring in the first place to Gov- 
ernor Val Peterson who has spoken more forthrightly on 
the increasing centralization of power in the federal govern- 
ment and its danger to our liberties than anybody else, par- 
ticularly when he was chairman of the national Governors’ 
Conference 2 years ago. I am also referring to Dr. Samuel 
Brownell, the present United States Commissioner of Educa- 
tion, who is now doing an excellent job in Washington. 
Nebraska can be very proud of him. 


(GF vite net CROSBY, Governor Anderson, members 


I could imagine only one reason for being asked to talk 
on this subject: between April and November of this year | 
was in charge of the research project on education of the 
President's Commission on Intergovernmental Relations. That 
study has just been completed. Its results and the specific 
recommendations must for the time being remain confidential 
until the commission has rendered its report to President 
Eisenhower. 

The commission doesn’t want to act like the judge who, after 
listening to testimony for a whole day said, “This is too 
important a case to be decided hastily. The court will take the 
case under advisement and find the defendent guilty in the 
morning.” Anything I am going to say to you is therefore 
in no way related to the findings or conclusions of the com- 
mission or its education committee; they are only my own 
and I alone am responsible for them. 

We all know that a major change has taken place in our 
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federal system in the last 22 years. The size and importance 
of our national government have grown so tremendously that 
state and local governments seem to have faded into the back- 
ground. That recent shift is probably more significant than 
all the changes that occurred in the preceding 145 years since 
the adoption of the constitution. The concept of the Founding 
Fathers in 1787 was that of a federal government of limited 
powers, of a government that had only certain specified rights. 
We have come a long ways since then. 

We are probably too close to the picture to be able to 
appraise the full significance of the development. Let us sup- 
pose that a historian or a political scientist 500 years hence 
wanted to study governmental powers in the first half of the 
20th century. He might start by reviewing the public utterances 
of officials of the various levels and branches of our govern- 
ments, of presidents, governors, members of congress and 
state legislators of both political parties. He would find that 
almost without exception they praise the virtues and beatitudes 
of strong state and local government; that they pledge them- 
selves to the support of home rule and local responsibility. 
He would learn that with equal unanimity they inveigh against 
the dangers of centralization, forewarn of the specter of 
bureaucratic rule and proclaim their firm determination to fight 
any shift of power to higher levels of government. He might 
then conclude that home rule and local responsibility reached 
new heights somewhere around the middle of the 20th century. 

If he delved more deeply he would of course discover that 
what really happened in the first half of the 20th century 
was the exact opposite of what we have led him to believe. 
He would find that responsibility and power filtered from the 
local level to the state and thence to the federal government. 
At that point the distinguished gentleman from the 25th cen- 
tury would probably decide that we were either a generation 
of hypocrites or did not know how to carry into practice what 
we praised and preached. 

We might well ask: what is responsible for that strange 
discrepancy between our professed aims and the result of our 
actions ? 

The significant change which has taken place in the role 
of the federal government in the last twenty years did not 
come about by constitutional amendment, by a transfer in 
the allocation of powers and responsibilities. Its architects— 
as a keen observer recently remarked—have “wisely refrained 
from tampering with the Ark of the Covenant. The symbols 
have been preserved and the rituals carefully respected.” The 
change was brought about by the power over the purse, by the 
use of the device known as “grant-in-aid.” It has left un- 
tarnished the facade of state sovereignty while draining its 
substance. 

The United States Supreme Court has declared in several 
decisions that Congress may attach conditions to grants-in-aid. 
It held that states are at liberty to accept grants or to reject 
them; the acceptance by a state of a grant and its commitant 
controls are thus regarded as a voluntary cession of authority 
and not an interference with states rights. On the other hand 
we know that once a grant program has been enacted by Con- 
gress, no state is in a position, economically or politically, to 
reject its allotment. A refusal to accept the funds would not 
free the citizens of that state from contributing through taxes 
to the grants going to other states. Through grants-in-aid the 
federal government acquires control over activities which are 
constitutionally not within its jurisdiction. 

Nobody has seen the long-range implications of the grant 
principle—that there is no political independence without 
fiscal independence—more clearly than Governor Val Peter- 


son. At the Governors’ Conference in 1952 he said: “I am 
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one of those who believe . . . that the states are on the way 
out, slowly but surely because we have accepted federal money 
. . . I believe that eventually our state governments will be 
governments in name only.” State governors have repeatedly 
demanded a halt in the expansion of the federal-aid system. 
In 1948 the executive committee of the Governors’ Conference 
met with representatives of both Houses of Congress. They 
agreed to oles federal grants-in-aid by at least 20% in 1950. 
But federal grants reached a new high in 1950. In fact, grants 
have been hitting a new record every year; they may next year 
for the first time in history exceed $3 billion. Federal grants 
are hardy perennials which keep growing in good times and 


Why does Congress keep increasing federal aid? One reason 
may be that congressmen know that they will often be rated 
by their neighbors back home on the amount of appropriations 
they secured for their constituencies and their states. If you 
read newspaper reports or campaign literature you will find 
that in appraising an incumbent's record they stress the amount 
of federal money he was trying to get or which he was able 
to obtain for his district. Many candidates for office proclaim 
that they will do better and get more. Why? Because in most 
people’s mind federal money comes for free. 

State and local officials must keep the demand for services 
and facilities within their constituents’ willingness to tax and 
bond themselves. Congress is under no such restrictions. In 
the past five years grants-in-aid to the states totalled $12.2 
billion; in the same period, federal expenditures exceeded 
revenues by $14.8 billion. In fiscal 1954 and 1955, grants to 
states will total close to $3 billion a year, the budget deficit 
$3-$5 billion. Only three out of the last twenty-five federal 
budgets were balanced. The real charm of federal grants-in- 
aid is the opportunity they afford to spend money for local 
services or facilities without placing a visible added burden 
upon the taxpayers. 

This method of seemingly getting something for nothing 
removes the natural restraint upon demands for ever-expanding 
governmental services, it sale the feeling of responsibility 
among public officials, and gradually but inescapably leads to 
a disintegration of state and local governments as self- 
contained governmental entities. 

In recent years a growing number of people have become 
concerned about the direction in which we are drifting. They 
expressed the feeling that federal aid may in the end lead 
us down the primrose path to eternal bonfire. They felt that 
it was time to stop, look and listen. 

Last year Congress created the Commission on _Inter- 
governmental Relations and ordered it to review the whole 
area of federal-state-local relations. Section one of the law 
contains a most significant statement: “the activity of the 
Federal Government has been extended into many fields which 
under our constitutional system may be the primary interest 
and obligation of the several states . . .”. The Commission 
consists of 5 members of the Senate, 5 members of the House 
of Representative and 15 members appointed by the President. 
Among the 15 appointed by the President are members of the 
executive branch of the government, several state governors, 
one mayor and several citizens with special knowledge in the 
field of economics, political science and management. The 
task of the commission is very broad. It is to make the first 
official survey of the allocation of powers and responsibilities 
and the Soyer a between federal, state and local govern- 
ments since the adoption of the constitution in 1787. It is 
to review the existing federal grant-in-aid programs and deter- 
mine whether they should be wheter? | or whether they 
should be limited to cases of need; it is also to report whether 
there are other areas where federal aid should be extended; 
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the commission is to make recommendations regarding all 
these matters in the light of the ability of the federal govern- 
ment and the states to finance their services. 

The commission established a number of study committees 
in such fields as public welfare, highways, public health, edu- 
cation, natural resources, agriculture, unemployment compen- 
sation, federal payments in lieu of taxes, etc. Many of those 
functional reports have been completed. The commission 
will submit its report to the President for transmittal to Con- 
gress by March 1, 1955. It then ceases to exist. 

The commission must deal with many aspects of federal- 
state relations; but the focal aspect of its work is fiscal. No- 
where can we see the magnitude of the change that has taken 
place in the last two decades more clearly. 

In 1932 state and local governments gathered and eee 
three fourths of all taxes, leaving one fourth for the federal 
treasury; in 1952 the federal government gathered and spent 
three fourths of all taxes leaving one fourth for state and local 
governments. During that time the state and local tax burden 
dropped from 10.8% of the national income to 6.9%. During 
the same time, the federal tax burden rose from 3.1% of the 
national income to 21.5%. The heavy federal tax load created 
a general atmosphere of growing tax resistance in which state 
and local governments found it economically and _ politically 
impossible to retain their share of the national income. 

The huge federal tax load is one of the factors that has 
kept states from raising their funds at home; it has thus made 
them more dependent upon federal aid. Of late, the thought 
has become more widespread that it is not very efficient to 
send our money on a round trip to Washington, and that it 
might be better if we raised the money locally. President 
Eisenhower said in his 1955 Budget message: “This budget 
marks the beginning of a movement to shift to state and local 
governments and to private enterprise federal activities which 
can be more appropriately and more efficiently carried on in 
that way.” To enable states to shoulder more responsibility, 
the federal tax load needed to be eased. That is now being 
done. Federal taxes are being reduced by $7.3 billion. That 
equals $45 for every man, woman and child. It amounts to a 
saving of more than $50 million a year for the citizens of 
Nebraska. 

You probably know that Congress raised several federal 
grants-in-aid substantially last spring and enacted some new 
programs. Highway aid was boosted $300 million, aid for 
vocational education $5 million, aid for vocational rehabilita- 
tion was just about doubled, a new hospital construction aid 
program was enacted, a new school lunch milk program 
authorized, and federal aid to school construction was recom- 
mended by committees both in the Senate and in the House. 

That is somewhat baffling. Is there a secret conspiracy some 
place to thwart efforts at turning responsibilities back to the 
states? Does a power-hungry federal bureaucracy force the 
hand of Congress against the wishes of the states? 

The answer in both cases, it seems to me, is “No.” We 
might find an answer by studying some of the areas more 
closely. Let us take a look at the highways and at the schools. 

Over the past four decades we have built up by far the 
greatest highway system in the world, more than 3 million 
miles, almost 2 million of them surfaced. In 1946 we spent 
2 billion dollars for construction and maintenance of public 
roads; in 1950, 4 billion, and in the current year we'll spend 
about 6 billion. Yet, all of us would agree that our highways 
are inadequate for today’s traffic. 

38,000 people are killed and 1.3 million injured each year 
in motor vehicle accidents, many of them because of over- 
crowded, insufficient and obsolete roads. The material cost of 


highway accidents exceeds 3 billion dollars a year. The Ameri- 
can Association of State Highway Officials estimated the actual 
deficiency of the federal aid road system at $35 billion; others 
placed total road needs at $50 billion. A study of highway 
fianancing which is now being made by the Secretary of Com- 
merce under a Congressional mandate, indicates a preliminary 
estimate of the total construction needs for all streets and high- 
ways through 1964 of over $100 billion. 

Since 1940 the number of motor vehicles has jumped from 
32 million to 58 million, the number of vehicle miles from 
300 billion to 550 billion annually. 

Why don’t we build roads faster? Is it for lack of funds? 
Didn’t highway revenues rise automatically with the increasing 
traffic? The answer is that they kept pace with the traffic but 
not with inflation. State gasoline taxes, a mainstay of highway 
revenues averaged 4 cents per gallon in 1940 and 6 cents 
in 1953. That is an increase of 25%. But the cost of building 
roads has jumped 111%. In terms of 1940 road purchasing 
power, the average state gasoline tax is now 2.3 cents. 

To stimulate states into building roads faster, federal high- 
way aid was raised from $450 million for 1951 to $500 
million for 1952 and to $575 million for 1954 and to $875 
million starting in the fiscal year 1956. 

Last February I was asked by the Joint Economic Committee 
of Congress to review the public works plans of the 48 states. 
One member of the committee asked me what I thought of a 
national system of highways wholly financed by the federal 
government. I replied that the states were fully capable of 
running the highway system, and asked nothing of the federal 
government but the turning over of the 2 cents gasoline tax 

Since last February however, things have moved farther. At 
the Governors’ Conference in New York last July, President 
Eisenhower submitted a proposal to spend an additional $50 
billion for highways in the next 10 years. Plans are now being 
developed by a committee of the Governors’ Conference and 
by a special committee appointed by the President and headed 
by General Clay. Paramount among the proposals being con- 
sidered is a national system of highways, financed by the fed- 
eral government at a cost of about $25 billion. The federal 
share in the construction of highways which has averaged 12% 
in the last 8 years may go up to one third or more. 

What we may be faced with then in the case of roads is 
not a turning back of responsibility to the states but a moving 
in of the federal government. Why? Because the states have 
not been doing the job that needed to be done. 

I want to read to you a prophetic statement that was made 
by a great American almost 50 years ago. In an address be- 
fore the Pennsylvania Society in New York, Elihu Root said 
on December 12, 1906: 

“It is useless for the advocates of states’ rights to inveigh 
against the supremacy of the constitutional laws of the 
United States or against the extension of national authority 
in the fields of necessary control where the states themselves 
fail in the performance of their duty. The instinct for self- 
government among the people of the United States is too 
strong to permit them long to respect any one’s right to 
exercise a power which he fails to exercise. The govern- 
mental control which they deem just and necessary they will 
have. It may be that such control would better be exercised 
in particular instances by the governments of the states, but 
the people will have the control they need, either from the 
states or from the national government: and if the states 
fail to furnish it in due measure, sooner or later construc- 
tions of the Constitution will be found to vest the power 
where it will be exercised—in the national government. 
The true and only way to preserve state authority is to be 
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found in the awakened conscience of the states, their broad- 
ened views and higher standard of responsibility to the 
general public; in effective legislation by the states, in con- 
formity to the general moral sense of the country; and in 
the vigorous exercise for the general public good of that 
state authority which is to be Soieenk” 
There may still be time for the states to act. But it seems that 
the clock is awfully close to striking midnight. 
The one major public service which has so far remained 
a state and local responsibility is education. There has been 
some support from the federal government like land grants, 
aid for vocational education, for school lunches, for veterans. 
But to this date no general grant has been established for the 
operation or construction of schools at the elementary and 
secondary or higher level. 


To be sure, there has been no lack of attempts to get such 
a grant adopted. The fight for federal aid to ed:cation far 
antedates all the existing grant-in-aid programs. Between 1872 
and 1888 the United States Senate passed four bills and the 
House of Representatives one bill granting federal subsidies to 
the common schools. The bills did not happen to pass at 
the same time, so never got onto the statute books. The 
struggle for federal aid was resumed in 1919. It almost suc- 
ceeded in 1948. The United States Senate passed a $300 
million school aid bill in April 1948 with a vote of 58 to 22. 
It passed it again in May 1949 with a vote of 58 to 15. The 
House however did not act. 


In recent years the movement for federal aid has been con- 
centrating on school construction rather than on operational 
aid. That has 3 reasons: 


1. The question of including non-public schools in the aid 
program has divided the forces so much that the chances 
of getting a bill through the House of Representatives 
seemed slim. This would not be a stumbling block in the 
case of construction aid. Denominational schools would 
not be eligible for construction aid under the first amend- 
ment to the federal constitution as interpreted by the 
United States Supreme Court. 


- 


There is a feeling in many circles that federal aid to school 
operation might lead to federal control. This applies far 
less to construction aid. 

3. The tremendous increase in enrollments has made the 

classroom shortage particularly acute. 

More than 30 bills on school construction aid were introduced 
in the 83rd Congress. They proposed appropriations ranging 
from $100 million to $5 billion. The Senate Committee on 
Labor and Public Welfare recommended passage of a bill 
authorizing $250 million annually for the next 2 years. The 
Sub-committee on School Construction of the House Educa- 
tion Committee recommended a companion measure. Neither 
bill reached the floor action. But heavy pressure was brought 
to bear in favor of the bills, and they came very close to 
passage. Some people even believe that the bill might have 
passed if it had not been for the de-segregation decision of the 
United States Supreme Court. 

On October 6, 7 and 8 of this year the Sub-committee on 
School Construction of the House Education Committee held 
hearings on federal aid to school construction. Several dozen 
school administrators from all over the country testified in 
favor of aid. The committee is now preparing a bill for 
introduction in the 84th Congress. Strong efforts will un- 
doubtedly be made to secure its passage. 
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What is behind that drive for federal aid to school construc- 
tion? Let me quote from a statement which Senator: John W. 


Bricker of Ohio made six years ago: 


“If every state had maintained a school system thor- 
oughly adequate to our modern needs, it would be con- 
siderably easier for those of us in Congress, who abhor the 
rush from our federal system, to meet the challenge, for 
instance, of the sixty-seven bills introduced by the members 
of the 80th Congress to provide federal aid for education.” 
In many areas of our nation the public schools are in a state 
of near-crisis. Enrollment has been rising rapidly since 1951. 
It will jump more than 10 million between 1950 and 1960. 
That exceeds the total increase during the first half of the 
twentieth century. But that is only part of the problem. There 
already exists a severe shortage of classrooms due largely to 
the backlog built up during 20 years of depression, war and 
material shortages. A survey which was undertaken under the 
auspices of the United States Office of Education 2 years ago 
indicates a shortage of 340,000 classrooms projected as of 
1954. The reliability and validity of that survey has been 
seriously questioned; but the existence of a critical shortage 
is beyond doubt. 

Why are states and local governments not catching up with 
their school building needs? 


1. States aid theit schools far less liberally for construction 
than for operational purposes. Nearly all states—with only 
few exceptions—participate in the financing of school 
operations. The state share of current school costs now 
avearges about 45%. But only half the states help with 
school construction, and only about one fourth have pro- 
vided substantial amounts. Many local communities lack 
the economic capacity to construct the needed buildings— 
or to support an po, school program—without assum- 
ing an excessive tax burden. They need state aid. 


2. School districts in many states are not efficiently organized. 
They are too small to have an adequate tax base, and do 
not have a sufficient number of children for whom to build 
or operate school plants economically. 


3. Outdated taxing and bonding limitations hamper school 
districts in many states and prevent them from exerting 
greater efforts. 


4. In many areas property is assessed for tax purposes at 
fractions of its actual value. Since taxing and bonding 
limitations are usually tied to property valuations, the 
powers of school districts are often reduced to a fraction 
of their legal entitlement. 


The handicaps to adequate school financing can be and 
should be taken care of by action at the state and local level. 
That is why President Eisenhower requested that conferences 
on education be held in all states. The purpose of those con- 
ferences is to assess school needs and find ways of meeting 
them. The state conferences will culminate in a White House 
Conference on Education in November 1955. The Adminis- 
tration has suggested to Congress that federal aid to school 
construction not be enacted until the results of those confer- 
ences are known. To a large degree the fate of federal aid 
depends on the adequacy of state and local action to take care 
of the school needs. 

In years past the heavy federal tax burden made it ex- 
tremely difficult for state and local governments to boost taxes. 
Now Congress has reduced the federal tax bill by almost $7//, 
billion. That is where our state legislatures and our school 
boards come in. Their success or failure in taking care of the 
essential school needs will be the test of our determination 
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to keep government at home. We sold home rule in return 
for grants-in-aid; the only way we can get it back is C.O.D., 
by paying higher taxes at the state and local level. 

The states and our federal system are at the crossroads. 
If the states do not take adequate care of the need for essential 
public services, the people will increasingly turn to Washing- 
ton for the solution of their problems. If we thus continue 
the trend of the last two decades, we shall sooner or later 
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have but one national government with a number of ad- 
ministrative subdivisions which may or may not be called 
states. 

Action must be taken now in Lincoln, in Springfield, in 
Trenton, in Olympia, in Jackson, in Tallahassee, or most as- 
suredly, action wi/] be taken in Washington. It is the states 
themselves that will decide whether they are here to stay or 
to go. 


Conservation: The Legal Process 


TAKE A LOOK AT THE DECLARATION OF INDEPENDENCE 
By CLARENCE MANION, Aftorney and Author 


Delivered December 9, 1954 at Yale Law School, being the fourth and final lecture in a series on “The Role of the Con- 
servative in Today's World”, sponsored by the Conservative Society of Yale Law School. 


series on conservatism. While it is the last lecture, I am 

sure that you are not expecting the last word on the sub- 
ject. My only preparation for this unusual experience, is the 
advantage of having read those lectures that have preceded 
this one. I have observed that all of my predecessors have in- 
dulged in semantic exercises, and that is understandable. I 
have almost lost faith in semantics, and if I can spell out 
the word very carefully, let me say that I am just about at the 
point of being anti-semantic. There isn’t anything which 
challenges my anti-semanticism quite so directly as this propo- 
sition of liberal vs. conservative. For that reason, I have very 
deliberately chosen the subject “Conservation: The Legal 
Process."’ Everybody is for conservation. That is a good word. 
But “conservative” has become a bad word. 

This association of good words and bad words is not an 
origination of mine. Some of you will remember that a few 
years ago, Stuart Chase wrote a very engaging little book on 
“The Tyranny of Words.” My observation since is that Stuart 
became somewhat of a tyrant himself. But there is no deny- 
ing the validity of his thesis. Words are tyrannical, and they 
are calculated to be so. 

I believe it was Justice Holmes who said that, “A word is 
the skin of the underlying thought.” But in my observation 
in these times, words are pretty thin skins. The exchange of 
verbiage thus becomes, not so much an exchange of terminol- 
ogy, as an exchange of punches. The thin skin around the 
word doesn’t always blunt the blow. Take the word “conserva- 
tive,” which has degenerated into a bad word, and “‘liberal”’ 
which, for some reason, is now a very good word. Contrast 
the supposed differentiation between liberal and conservative 
with “conservation” and “exploitation.” 

A conservative, in my book, is one who is interested in con- 
servation. Now, a department of conservation normally is one 
which is engaged in safeguarding the physical, natural re- 
sources of the country. The department of conservation in my 
state—and I am sure in your states—is one which is con- 
cerned with fish and game, streams, forests and soils, to pre- 
vent the heedless and sometimes mercenary exploitation of 
these resourses which have come down to us from our an- 
cestors, as part of our national inheritance. A conserva- 
tionist, therefore, is one who is associated with the salvation of 
the natural physical resources of the country. That is un- 
fortunate, because the physical and material resources of this 
country, its minerals, its soils, its streams, its wild life, all this 
is a very minor part of the American inheritance. 

The principal American resource, the resource that is natural 
and iadigunines and peculiar to America, is not material and 
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physical at all, but spiritual and moral, and therefore ulti- 
mately legal. It may surprise you to be told this dogmatically 
—and I am inclined to be dogmatic, you can put me in my 
place when the time comes—but every lawyer is a conserva- 
tionist. Every lawyer, when he is admitted to the bar, is ad- 
mitted to the department of conservation in his state. It be- 
comes his peculiar professional duty to safeguard, protect and 
conserve, that is, the moral, the spiritual and the cultural 
resources of the United States. Everybody who is not such a 
conservationist, every person who is not a legal conservative, 
in other words, is an exploiter. He is not a liberal. The word 
“liberal” originated with people who were anxious to be 
liberated from the tyranny of government. Today, by some 
sort of semantic suicide, a liberal is a man who wants to ex- 
tend the tyranny of government, who wants to exploit the 
moral and cultural and spiritual resources of our country by 
official invasion of them. 

There isn’t anything more ironical, in my judgement again, 
than the schism which apparently, but not really, exists be- 
tween liberalism and conservatism in this country. To pose 
opposition between liberalism and conservatism is to use 
two identical terms to express opposite ideas. Stuart Chase 
was right in his assertion about the tyranny of words. Words 
are not skins of ideas now. They are epithets. Words are 
epithetic, and they are coined, not to be the skin of a thought, 
but to be the covering for a club of some kind. 

Let’s take some of the bad words which have been coined in 
our lifetime. When we pointed to a man and called him a 
“fascist”, that was an act of tyranny, because he was con- 
demned, not necessarily to death, but to an area from which 
he couldn't escape. 

Let’s take another word “McCarthyism.” What thought is 
that the skin of ? When you use a term of that kind it ts not 
so much to convey an idea as it is to hit some person in the 
snoot. 

Now, lawyers are word men. You have seen in the books, 
and so have I, suits that have been litigated all the way fromm 
primary jurisdictions up to the Supreme Court of the state on 
the interpretation of a word. Here in your Law Library, you 
have a valuable set of books called “Words and Phrases.”’ 
Don't overlook it. I paid no attention to it in law school, 
but it is an indispensable tool in the practice of law. 

I call attention to it because lawyers are word men, and 
words are given judicial determinations in the law. So lawyers 
ought to be precise in the use of words. For the sake of 
society, we should be extremely precise in our approach to 
these emotional divisions between liberal and conservative. 
For the record, let me say that a conservative, in my judg- 
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ment, is one who is interested in conservation; in conservation 
of the resources of the country, the most important of which 
are the moral and spiritual resources. Because while other 
countries than ourselves may have been blessed with mines and 
minerals, and streams and forests, peaks and valleys, our coun- 
try has more than mere material resources. We have a resource 
which is peculiar to America. It exists nowhere else on earth. 
The peculiarity of this resource is one of the things which is 
going into eclipse and precisely because of the unfortunate 
nature of some of our semantic exercises. 

What are the moral and spiritul resources which it is the 
duty of the American lawyer to conserve in his department of 
conservation? Let me here make a passing reference to 
another unfortunate division in our society. By the way, in 
today’s a we have another semantic exercise. You 
will be spending the next few years trying to figure out what 
a “progressive moderate” is. That makes me even more anti- 
semantic. My intent was to point out the unfortunate divi- 
sion which we are now prone to make between right and left. 
In recent tabulation exercises in the United States Senate, 
there is supposed to have been a division between the extreme 
right, the progressive moderates, I suppose, and the extreme 
left. 

Since when did our semanticists get us divided between 
right and left? The division between right and left has a 
mere directional connotation. Whether you are moving to right 
or left depends upon the place where I stand or sit. 

Right and left, if you please, is no way to divide society 
on economic, political or social issues. What has happened 
to the distinction between right and wrong? Right and wrong 
was the division that I grew up to understand and respect. 
Wrong is the opposite of right, but not left. When you men 
get into legal practice and you frame your first petition, if 
you live in Ohio, or complaint, if you live in Indiana, you wil! 
first affirm a right in your client. You will outline a certain 
right which this man has, whether it be of privacy, or what- 
not. Then in your allegation you wili charge a wrong by the 
defendant, the wrong being the impairment of the right which 
your client had, and which should have been left undisturbed. 
So your first lawsuit is going to involve a distinction, not be- 
tween right and left, but between right and wrong. This is a 
very proper and persistent legal distinction. 

In this lawsuit between right and wrong you may be wrong 
in your allegation of the right, and wrong in your allegation 
that the defendant was wrong in violating the alleged right, 
which was not a right in the first place. If these things were 
all clearcut, there wouldn't be any lawsuits, there wouldn’t be 
any case books. However, after you have made the allegation, 
that your client has a right, and that the defendant committed 
a wrong in violating the right, the die is cast. After that there 
are only three things that can happen to that lawsuit. One, 
you can win it, which is the thing that you anticipat: doing, 
and I hope you do. The second is, you can lose it, which is 
horrible to contemplate. You may be wrong about your right, 
and the defendant may be right about his wrong. That may 
be clearcut, and may be the subject of a judical decision. You 
may win the lawsuit, you may prove the right. Or he may be 
absolved of the wrong. Or third, you may compromise it. 
And believe you me, you will compromise a great many of 
them, and be very happy to do it. 

The compromising of a lawsuit is a very important part of 
legal practice, and sometimes the most profitable. If you win 
the suit and establish the right categorically, you make a pre- 
cedent. That is one thing. If you lost it, and your defendant's 
attorney establishes the wrong of your allegation and the right 
of his client's position, that is another thing. If you com- 
promise the suit then you merely temporize. In other words, 
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you establish a. middle-of-the-road for the time being, but 
you haven’t made any law in this compromise. You haven't 
contributed anything to legal lore. You may have made a 
very profitable transaction, but that compromise will never go 
into a case book, to guide future law students at Yale or Notre 
Dame or any place else. 

My point in underscoring this process is this: You, as 
lawyers, throughout your legal life are going to be addicted 
to right and wrong, not right and left; and any compromise 
between right and wrong, whether it is a lawsuit or in society 
and politics, is essentially a temporary stratagem, which serves 
nothing but expediency. 

Why is it that we still adhere to right and wrong as the 
great division in law while in society, in politics, we have 
abandoned that division? When you say that a thing is right 
or wrong, you presuppose certain tests of objective mortality. 
In order to determine the rectitude of a thing, or the wrong 
of an action, you must have certain inflexible moral standards 
of judgement. You say, “Well, these are legal standards that 
we apply in the court room. There is no morality about them. 
I can have objective legal concepts without having objective 
moral concepts.” 

Let’s examine that for a moment. What has that to do with 
our heritage? 1 won't labor the point, but I will sketch it 
briefly, subject to your verification. Our American juris- 

rudence here is an English inheritance. Back in the years 

fore 1689, in England, when Lord Coke, the great Lord 
Chief Justice, was writing decisions in England, you will find 
in Calvin’s Case and Bonham’s Case, that Coke was thunder- 
ing limitations upon government that were not written in 
constitutions, because England didn’t have and doesn’t have 
today, a constitution. But Lord Coke was restraining the 
Crown by citations of the natural moral law. 

The natural moral law was a legally enforceable limitation 
upon the British government. That was changed in 1689 by 
what is called “The Glorious Revolution” in England. Before 
1689, the American Colonies had all but been finally settled. 
I ask you to bear with me during this little piece of historical 
recollection. Remember that our first American Colony was 
established in 1607 at Jamestown. Thereafter we went 
through the establishment of the various other colonies. As 
a matter of fact, the only colony that was established after 
1689 was Georgia. But all of our colonies were in full flower 
in 1689, at the time of ‘The Glorious Revolution” in Eng- 
land. 

In the years between the establishment of these American 
colonies, including Connecticut and New Haven, the only 
law that was applied here was Coke’s natural or common law, 
along with the Mosaic Law, and the moral law. That was all 
the law that the early American judges had to apply in this 
country. But in 1689 the supremacy of Parliament was estab- 
lished in England by ‘The Glorious Revolution."" The King 
was no longer supreme. Parliament ascended to the supremacy. 
After that instead of the natural law—and follow this closely, 
please—England went in for what we call colloquially today 
“The democratic process.” In other words, the restraint upon 
government now developed entirely upon the wisdom of the 
electorate, and there it stays in England today. Calvin's Case 
could no longer be cited against any act of the present British 
government, because the British Parliament can do anything 
to or with the English people or their property that it desires 
to. That was begun in 1689. Nearly a hundred years later, 
in 1776, we staged a revolution. It took us nearly 100 years 
to find out what had happened in England, because we didn’t | 
have the informational devices that we have now. Today, 
we know what Mr. Atlee said yesterday, and all of its signi- 
ficance; but in those days, it took a long time for the truth 
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to seep through. We began to argue with Great Britain in 
1765 or thereabouts, when a difference of opinion developed 
as to the rights of Englishmen. When you look at pre-revolu- 
tionary literature, you will see that we were asserting the 
rights of Englishmen, and we were citing Coke to support 
them. George Mason, the author of the Bill of Rights in 
Virginia, was trying cases by citing Bonham’s Case and 
Calvin’s Case and the other decisions that were decided 
according to the natural law limitations upon government. 

Finally Parliament made this fact known to us, that as 
British subjects, we had no rights that Parliament was bound 
to respect. That was finally made plain between 1765 and 
1776. We then wrote the Declaration of Independence, in 
which we abandoned all reference to “rights of English- 
men” and talked about the rights of man, the rights of God's 
creatures. If British subjects had no rights that Parliament 
was bound to respect, then creatures of God, by divorcing 
themselves from all connection with Great Britain, could 
establish their rights under God and the natural law. That 
assertion was the first breath of the new life of this republic. 

I don’t know whether the Declaration of Independence is 
held in the same legal disdain here at Yale that it is in most 
places. I dare say that there are people here, as there are 
people everywhere, who will tell you that the Declaration of 
Independence was simply an emotional exercise, an escape 
valve for the revolutionary pressures of those times, which 
means nothing. To say that is to impugn the integrity of the 
men who wrote and signed the Declaration. 

Thomas Jefferson, for instance, was a great intellectual of 
his time. There again, we waltz into semantics. I have ub- 
served that a great many people who call themselves intellec- 
tuals have simply had more education than their intellect is 
able to absorb. That is unfortunate, both for them and for 
their generation. But by the most acceptable standards, 
Thomas Jefferson was an intellectual. He was an educated 
man. He was writing Latin verse at fourteen. In composing 
the Declaration he wrote very precisely what all of those 
present subscribed to without dissent; the four facts of Ameri- 
can life, the four facts which constitute a collective predicate 
for everything an American lawyer properly does in his pro- 
fession. If you don’t challenge me on that, I will be very 
much disappointed. 

Take a look at the Declaration of Independence. In the 
Declaration of Rights of 1774, these men had made their 
final plea for the rights of Englishmen. Between 1774, and 
1776, they Icarned their lesson. The rights of Englishmen 
were non-existent. And so in 1776 they declared the rights of 
man in these words. They said, “We hold these truths. . . .”’ 
We are now told that objective truth does not exist; that all 
truth is relative, like right and left. You can hold that posi- 
tion if you want to. But the Declaration of lepandanes 
took a different position. “We hold these truths. . . .”, they 
said, and they underscored the expression by saying that “the 
truths are self-evident.” 

Now, in all of the philosophical concepts that are discern- 
ible, there is nothing more exact than a self-evident truth. 
A self-evident truth is a truth that carries its proof on its 
face. There aren’t very many of them. If you look at two 
and two, the concept of four immediately pops into your 
mind. The fact that two plus two equals four is obvious 
from the sight of two and two. I would say that that is self- 
evident truth. The statement that a thing cannot be, and can 
be at the same time, is a self-evident truth. 

The Founding Fathers didn’t categorially declare that these 
truths are self-evident. They said, “We hold” that they are 
“self-evident.” Such was the nature of their faith that they 
postulated these declarations as self-evident truth. 
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Number one. There is a God. All men are created. The 
position of an Almighty Creator in the universe was thus 
stated in the Declaration of Independence, not as a matter of 
faith, but as a matter of fact. God exists. And then number 
two. All men are created equal—created equal. All men are 
not born equal. All men are not physically or materially 
equal; neither are the women. But according to this declara- 
tion, people are equal in the sight of God. And for that rea- 
son—and this to lawyers is important—for that reason they 
are equal before the law of the land. This is the basis of our 
“equal protection of the law.” That stems directly from this 
second postulation of the Declaration of Independence. 
Please remember that. Try and think of some reason, if you 
please, why we should be equal before the law. I can give 
you a very good, logical reason. It is because of what was 
said in the Declaration of Independence—equal before God, 
equal before the law, and unequal in every other way. 

Well, you say, “That is purely hypothetical.’’ Let's see if it 
is. If and when you get into the practice of criminal law, you 
will have great respect for fingerprints. That little finger- 
print of yours is not merely a means for the detection of 
crime. It is used that way, but we ought to broaden its signi- 
ficance. Take a look at it. That fingerprint distinguishes 
you from everybody who now lives or who has ever lived on 
the face of the earth. That is the beginning of your individu- 
ation, and beyond that your differences sprout in every direc- 
tion. 

I don’t believe that everybody in this law school gets the 
same grade. I imagine that some get high marks, some low, 
some in between. The graduation system of law students is 
not peculiar. You are graduated all through life. Every- 
body has different aptitudes, different drives, and therefore 
they are different in achievement. You see, the fingerprint 
principle is extended throughout your personality. Some 
people want to be lawyers. 1 don’t know why, but they do— 
and some are good ones. Others want to be famers, fabrica- 
tors, plumbers, professors—not too many, thank God—auntil 
we have a whole complex of differences throughout the world. 
That is what makes for civilization. 

Have you ever stopped to think what a tortured world this 
would be, if, for instance, we had two and a half billion 
paper hanagers, if all the people wanted to hang paper? 
Imagine two and a half billion paper hangers looking for 
walls to hang paper on. Somebody has to make the walls, 
the paper, design it, fabricate it. It takes diversity to make 
a civilization. And whenever you try to equalize or stereo- 
type humanity, by whatever name you call it, you are destroy- 
ing the civilizing germ of difference. That is providential. 
Freedom will take this complex of differences and make a 
civilization out of it. 

How to keep man free? What about freedom? Here is the 
next fact of life which lawyers must know. What about free- 
dom? Where does it come from? It says here that this is 
a self-evident truth. All men are endowed, not by the Bill of 
Rights or the Constitution, or the statues, or by common con- 
sent; but men are endowed, it says here, by their Creator, by 
God Himself, with certain rights which are inalienable, that 
can't be taken away from them. They spelled out two of 
them. One was life, and the other was liberty. That is signi- 
cant. There are other inalienable rights, but the Founding 
Fathers postulated these two in plain terms, life and liberty. 
Life is still unassailable in all civilized society, including 
ours. Murder is a heinous crime. 

But what about liberty? Here liberty is made equaliy in- 
alienable with life, a God-given, inalienable right, without 
which man loses his nature. It is freedom that sparks the 
differences of society into action. How to preserve liberty? 
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That is the $64 question. And that is the fourth and final 
fact, and that is where lawyers come in. Mind you, right 
here is the point of a critical controversy. You say, “I will 
go along on God, and equality, and the creative source of 
rights. What has the last fact, the last of the four corger- 
stones to do with it?” It appears in the same document. It 
is postulated as a self-evident truth. It says that “to secure 
these right,” to protect these gifts of God, in other words to 
conserve—that's it, to conserve—'‘these rights, governments 
are instituted among men.” -Governments are, as postulated 
by the Declaration of Independence, a conservative agency. 
Its job is to preserve the gifts of God with which each man is 
endowed. 

Now, how can government preserve these rights? Govern- 
ment is a servant. That is hackneyed, old hat in American 
terminology today, “Servant Government.” But how did 
government get to be a servant, and what keeps government 
from being a master? It is the fact of God's creation, that 
subordinates government to service. Thus fourth and final 
self-evident truth from your Declaration of Independence 
puts government down because it first puts God up. A master 
government cannot withstand competition with God. And so 
when government gets ready to become a tyranny, if it wants 
to maintain the logic of its position, it must deny God. Most 
tyrants are sufficiently logical to do that, as is the one with 
which we are presently contending, Soviet Russia. 

The reason why Soviet Russia is godless is precisely be- 
cause it pretends to be all-powerfu!. It cannot make a pre- 
tense of omnipotence and at the same time acknowledge an 
omnipotent God. 

So the greatest guarantee the Founding Fathers found for 
the subordination of government to service rather than mastery 
was the acknowledgement of God, in the first place. That, as 
I see it, is why God is a very important political argument 
in the United States, an indispensable we. ome of freedom. 
Without God, a servant government doesn’t make sense. 
And unless your government is a servant, it is a master. Where 
government is master, nobody is free. It is just as simple as 
that. 

But you can’t keep government in service merely by making 
a declaration that it is a servant. You have practical restraints, 
balls and chains. After they completed the Declaration of 
Independence, the Founding Fathers immediately went into 
the fabrication of our constitutional system. Now, let me tell 
you something, my friends. This constitutional system is a 
completely different and unique institution. The Declaration 
of Independence and the Constitution which followed it, 
both of which were designed to limit government to the 
service of man, were both unique, different and revolutionary. 
What is the definition of a constitution? A limitation upon 
government. That is why constitutions are the symbols of 
liberty, precisely and only because liberty means limited 
government. Does anybody here subscribe to that besides my- 
self ? 

Liberty is limited government. I know that is not the 
philosophical definition but it is the practical definition. I go 
along with the theological experts who will say—and I agree 

-that liberty is merely my right to do what I ought to do. 
I am not at liberty to kill the man next to me. I may have the 
power but not the liberty to destroy his right. But practically, 
liberty means limited govenment. What is the opponent of 
liberty thoughout history? Is it the big corporation, the big 
union? No. The only institution that has destroyed human 
liberty irrevocably and irrepealably is big government. The 
Founding Fathers looked over 6,000 years of human mystery, 
and saw the God-given rights of man burned to a crisp at least 
once in every generation by the fire of government. 
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George Washington once said, ‘Government, like fire, is 
a dangerous servant and a fearful master.’’ I will always 
remember that, because I had to write it 500 times, when I 
was in the eighth grade. I don’t know what I did to deserve 
the penance, but I remember what I wrote. I wish my children 
had to write it 5,000 times. You write it a few times. It 
will change the whole course of your life. “Government, 
like fire . . ."" You may say, “You don’t mean it.” I do mean 
it. It is exactly like fire, useful, necessary, but at the same time 
the most dangerous instrumentality on earth. We couldn't 
get along without fire. Fire has been the cause of more disasters 
than any other one instrumentality in the history of the human 
race. It is the great clean-up man in all catastrophic disasters, 
whether in Hiroshima or San Francisco—and government is 
like that. We couldn't get along without government, because 
we are a benighted race. But at the same time, unless you 
keep government as you keep fire, under control, checked and 
balanced, separated, divided, tied down, government will 
destroy you. That is the rationale of our Constitution. It 
doesn’t make sense otherwise. Your government is not stream- 
lined for efficiency. On the contrary, it is hobbled for in- 
efficiency. The most efficient type of government is an absolute 
despotism. 

There is no inefficiency in the government of Soviet Russia, 
because not more than twenty men in the Politburo now con- 
trol the destinies of 200 million slaves, for that is what the 
poor, benighted, totured Russian people are. So if you want 
efficiency in government, don’t look for liberty. There is an 
association of opposites in the idea of governmental efficiency 
and human freedom. 


As lawyers, it will be your job to keep government at work 
at the preservation of rights. To secure these rights, you are 
going to be admitted to the bar. Can you think of any other 
service you are going to have as lawyer? When you go into 
court, you represent a client to protect his rights. You are 
an officer of the court. The court is an implementation of 
government. The law itself is an implementation of govern- 
ment. The law is a protective, a conservative device, if you 
please. What is illiberal about that? 


The law is the department of conservation, and you are 
one of its officers. Everything you do for a client, in your 
office or out, that is honorable and ethical, will be done to 
preserve his rights under God and the law. Your profession, 
therefore, is a conservative profession, because you are trying 
to keep this client as you found him, trying to preserve him, 
his person and his property and his liberty. The lawyer who 
is on the other side, who represents the state, in a criminal 
case, is trying to preserve the liberty of the man who was 
defrauded, or the man who was maimed, or murdered perhaps. 
From the beginning to the end of every lawsuit you are in 
the process of conservation. Consequently, I think that the 
division of our population into right and left, and conserva- 
tive and liberal, is a fragmentation of the proper meanings 
of words. 

I don’t believe that we should be practicing a profession, 
to the origins and principles of which we no longer subscribe. 
What is the word “principle” ? What is “American principle” ? 
The word ‘‘principle”, as I recall it, comes from the Latin, 
“Principia, which means “the beginning.” The principle of 
a thing, you find at the beginning of that thing. The begin- 
ning of this thing which we call America is in the Declaration 
of Independence, or it is no place. American liberty is not a 
story of evolution. We cut off our connection with the British 
system and immediately started, before the revolution had 
succeeded, in the declaration and definition of our system. 
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That is unique. Nobody in the world has followed suit. It 
is an unpopular thesis. Why? Because it is pressed in on 
four sides by the accumulated tyrannies of all time. 

All of the ideologies, all of the political history, all of the 
political experience, except the American experience, cries, 
“This is a fraud, this is an impossibility, this is a contradic- 
tion."” That is why we have so much resistance here in our 
own country to the propagation of these simple postulations 
that the Founding Fathers were brash enough to make when 
they wrote the Declaration of Independence. 
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That, in brief, is why I am a conservative. As a lawyer, 
while I have no quarrel with those who take the opposite 
view, I feel that I must be a conservative. I must uphold the 
traditions of this department of conservation to which I 
belong. I think, as a lawyer, I must conserve American moral 
and cultural resources against the exploitation of those who 
would use government to destroy them. And so I think 
‘liberal’, when it is used as the opposite of “‘conservative’’, 
is a most unfortunate contradiction in terms. For that reason, 
as I said at the outset, I am inclined to be anti-semantic. 
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dience that anyone should ask the question, “Is selling 

good for society?” The answer may be so obviously in 
the affirmative in the minds of many of you that the question is 
naive—like asking, “Is sex necessary?” Some may think that 
we are dealing here with a truism which needs no analysis nor 
explanation. Others may think that this is some sort of joke 
and that Chairman Baker must have made a slight mistake in 
reaching down into Hollywood for an educator and coming 
up with a comedian instead. 

I will assure you at the outset that I am not here to be 
funny or to entertain but to look seriously at this important 
question. Down through recorded history, selling has been 
little understood and has been severly criticized. A long line 
of philosophers from Diogenes to Thoreau and Mahatma 
Gandhi have proclaimed the doctrine that it is better to want 
little than to have much. Homer in Book XV of the Odyssey, 
expressed the contempt of the Greeks for the “greedy mer- 
chant men of Phoenicia’ who were bent on increasing the 
standard of living of the Greeks through trading which brought 
to Grecian shores the tin from the British Isles and the purple 
dyes which, because of their colorfastness, were adopted as 
royal colors by the Greeks. Plato made it clear that he con- 
sidered tradesmen to be in the lowest order in society and that 
no one who could possibly do anything else would stoop to 
trading. Napoleon contemptuously referred to the English 
as a “race of shopkeepers.’” St. Thomas Aquinas wrote into 
canonical law a philosophy of contempt for trading and rules 
to circumscribe it, both of which have affected enormously the 
attitude toward trading of peoples in our western civilization. 
Indeed, before the industrial revolution, the struggle of the 
church and of the princes against the growing powers of 
traders is well known and documented. 

But even Adam Smith, who laid the philosophical founda- 
tion for economic liberation, relegatéd trading to a position 
secondary to manufacturing in society. Only this week Albert 
Einstein stated publicly that, if he had his life to live over 
again, he would choose to be a plumber or a peddler instead 
of a scientist and scholar. Like Napoleon, Einstein expresses 
the greatest contempt for traders. But he is not alone, for a 
very substantial percentage of the population even in this coun- 
try has a deep suspicion that selling is a wasteful economic 
activity—at best a necessary evil. 


ie MAY be a source of bewilderment to many in this au- 


I hope I have said enough to convince you that our ques-" 


tion, ‘Is selling good for society ?”’ does not have an obvious, 
positive answer. Let me give you first a few general state- 
ments of conclusion and then explain how I arrive at my 
beliefs. 

(1) When properly defined, selling is identifiable as a 
force whose origin in society is associated with the highest of 
human aspiration—the will to be free and the will to create. 

(2) Properly understood, selling is a human effort which 
can be applied to both desirable and undesirable ends. Like 
other powerful forces, atomic energyg, for example, selling 
must be directed into proper channels. 

(3) The best way to curb the mis-uses of selling is to 
promote the free market place; but, since predatory activity 
of some traders tends to destroy freedom of choice and ruin 
the climate for trading, all sellers have a special competence 
and therefore a special responsibility to eradicate this kind 
of selling. 

(4) It is one of the great opportunities of today for sales- 
managers and salesmen to embrace a constructive understand- 
ing of selling, to disassociate selling from predatory activity, 
and to keep our society free to benefit from the kind of wealth 
creation which only selling can bring. 

For many years I have attempted to examine this question. 
I have asked many salesmen to explain how salesmanship can 
be defended and justified and to describe just what selling is. 
In general, there are two classes of answers. There is the 
natural law explanation that selling is human nature—to want 
to get along with people and to lead them into getting things 
done which the seller wants done. But this answer is like 
saying that breathing is good because all men breath. More- 
over, One may use this same explanation to justify selfish 
activities which in their extreme form become rackets. True 
selling has no relationship to racketeering. A second class of 
answer is a rationalization. For example, one may say that if 
he did not sell aggressively business would fall off, workers 
would be unemployed, and stockholders would not earn a re- 
turn on their investment. While this is possibly true, it may 
also be true that aggressive selling by one company may throw 
the employees of a competitor out of work and bring losses 
to other investors. This type of explanation is a step in the 
right direction but it isn’t going far enough. There is possibly 
a third answer which is expressed when my back is turned, 
and might go something like this: “So that’s the kind of jerk 
who is educating our younger generation.” 
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My own beliefs about selling and salesmanship begin with 
an understanding of trading, that fundamental fact of market- 
ing—indeed of all business. Trading is exchange. Selling is 
the dynamic force which magnifies the creative character of 
barter; and salesmanship is the practical art by which selling 
is accomplished. We can no more understand a modern market- 
ing economy by looking at salesmanship alone than we can 
understand modern medicine by looking at surgery. Let us 
look then at this thing called trading. 

If I were to ask you to list the various ways by which man 
can acquire wealth, I think you would come up with the fol- 
lowing six methods: 

(1) Appropriation from nature 

(2) Taking away from others 

(3) Making with the hands (or talents of creation, includ- 

cluding management) 

(4) Gambling 

(5) Inheritance 

(6) Trading 
Any salesman can spend profitable time pondering this funda- 
mental proposition. Just stop to think what kind of civiliza- 
tion we would have today if trading were removed from this 
list and if man were dependent solely upon the other five 
means of getting things—of creating wealth. 

Trading is unique among the ways of getting wealth. It is 
the only one that is reciprocal, that requires a two-way tran- 
saction in which mutual interests are served. Trading must 
involve two live persons who are working together. Trading 
always involves a gain to both parties of the trade unless there 
is fraud or deceit or force. Don’t miss this point! An ex- 
change in which only one party gains is not a trade but a 
robbery, a theft, a racket, or a gamble. Not a few people 
believe that the only way to get ahead in business is to out- 
wit the other fellow—to make him lose and to pick up as a 
gain for themselves what he loses. That is one way of get- 
ting wealth, but it is not trading. It is the exact opposite of 
trading. On the other hand, many who accept this concept 
of trading still believe that the benefits to both parties must 
be equal if trading is fair. But this reasoning overlooks the 
fact that the gains from trade are largely subjective and can- 
not be measured in terms of dollars but only in terms of feel- 
ings and emotions, of enjoyments and of sacrifices. It is futile 
and unnecessary to equate such values in dollars. 

Some years ago I began to wonder if I couldn’t get an in- 
sight of this thing called trading which is the whole founda- 
tion of modern marketing, by finding out how it began. I 
spent some time looking into the question of how trading 
started. I read every book I could find that referred to trading 
and selling. 

I found that there are only eight general explanations or 
hypotheses about how trading started. The first of these is 
that trading is instinctive, an inborn trait. This is the most 
widely held view—salesmen are born—but psychologists will 
not rank so complex a phenomenon as trading along with 
self-preservation and sex as a basic drive. Trading, unlike 
these drives, is not universal, extensive, or repetitive. Many 
cultures have existed without any trace of trading. 

A second hypothesis has trading growing out of predation 
or plunder. Man could sustain himself only by capturing 
wealth from others. The trouble is that a rather advanced 


form of trading has often existed among primitive peoples 
who do not plunder and who live in peace without robbery 
or theft in the community. 
A third explanation is that trading grew out of warfare; 
that is, that man is naturally hostile to his neighbors because 
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population is always pressing against scarce resources and he 
must kill off others in order to survive. I reject this idea on 
the grounds that evidence is confusing and contradictory. I 
doubt, indeed, that it is possible to explain war in economic 
terms, solely or even primarily. 

Fourthly, trading is felt by some to have grown out of 
gift-giving. This hypothesis is more sound in terms of what 
anthropologists know, but certainly trading has existed in cul- 
tures where gifts have not been exchanged. 

Fifthly, trading may have had its origins in the so-called. 
“silent trade.” In this crude form of communication between 
primitive peoples, trade is initiated when one group leaves its 
wares on a hill and retires from sight to permit another group 
to come out of hiding to inspect the goods and deposit its 
offering in return. This explanation begs the question be- 
cause it is a form of trading itself and in turn must be 
explained. 

According to a sixth explanation, widely held, trading arose 
from surpluses which appear from natural causes or from the 
accident of the division of labor. I reject this notion on 
several grounds including the absence of evidence that sur- 
pluses ever existed among primitive peoples. It is interesting 
that many people today view foreign trade as justified only 
on the ground that we have surpluses to get rid of! A more 
acceptable explanation is that we have surpluses because we 
engage in foreign trade. 

Seventh, trading may be said to have grown out of the 
property concept. The Marxists sometimes point to the exag- 
gerated manifestations of trading such as blatant commercials 
and high-pressure selling, as an ‘‘inevitable’”’ result of the in- 
stinct for acquiring private property. According to this con- 
cept, man’s strong sense of acquisition led him to want to 
trade. The notion fails because by definition property can- 
not exist without the concept of exchange value unless prop- 
erty be viewed as a part of one’s soul. Thus the concept of 
property came after the development of trading itself. 

The most reasonable explanation is that trading is a man- 
made concept and a practice which was learned or even dis- 
covered more or less by accident. In importance to society, it 
belongs in the category of the discovery by man of fire and 
the wheel and the lever. The discovery was made by primi- 
tive people all over the world at some stage in their develop- 
ment. It came about because these people had a universal, 
abiding and respetitive characteristic to learn, to explore, to 
satisfy curiosity, and to live with other men in an ever-widen- 
ing circle of experience. The essential prerequisite to trading 
is the development of the ability to valuate things in terms of 
other things rather than in terms of spiritual or mystical beliefs. 
It is an ability to objectify and emancipate one’s feelings about 
his belongings from his spiritual self and soul. Primitive man 
was buried with his belongings when he died because they 
were as much a part of his immortal soul as any other part of 
him. This notion is startling. It demands the acceptance of 
the idea that trading is intellectual in character, not emotional 
or mystical. 

Now I do not mean to suggest that this emancipation is 
universally or wholly accomplished today, or that it should be. 
We all have certain priceless trinkets, some of us refuse to 
part with material things even when we leave this world. A 
business man may insist on using his own picture as a trade- 
mark no matter how faulty it be as a mark of origin, or symbol 
of value, or argument for buying! Nor do I suggest that 
since rational evaluation in economic life is useful, the per- 
sistence of spiritual and mystical beliefs is to be deprecated. 
Indeed, from deep religious beliefs which mold his moral 
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character come the noblest of man’s expressions, without which 
modern trading would be impossible. The whole structure of 
credit is based fundamentally on man’s faith in a Divine Prin- 
ciple that guides all men. Salesmen need to accept on faith 
many things; but they need not—in fact, must not—accept 
on faith the basis for their own calling. This basis is the im- 
portant discovery that trading can exist only when people 
learn to valuate things in terms of other things. The sales- 
man’s job then, is to help increase material wellbeing and 
the human satisfactions which flow from it. Fundamentally, 
he does this through the processes and arts of selling and 
salesmanship. 

Now that we have some glimpse at the nature of trading, 
let us add the concept of selling. Pure and simple trade or 
barter lacks two elements which are characteristic of modern 
business: Persuasion and rivalry. Both elements are present 
in trading in any society in degrees proportionate to the free- 
dom of action by producers and consumers. It is quite pos- 
sible that the very highly developed forms of persuasion and 
of competition or rivalry in the United States are a direct re- 
sult of the relatively free climate here for individual economic 
action. The eminent political economist, Thomas Nixon 
Carver, has suggested that man struggles for existence against 
the resistence of nature through four types of activities. Some 
methods are destructive; for example, war, robbery, dueling, 
sabotage, and brawling. Some are deceptive; for example 
thieving, swindling, making false claims, adulteration of 
goods and misrepresentation. A third class is composed of 
persuasive methods, like political argument, love making, sell- 
ing and debate. Lastly, productive methods include rivalry in 
the production of goods and services. 

We may learn a good deal about marketing from this class- 
ification. Modern selling in a free economy, at its best, is a 
sophisticated method of rivalry and persuasion in the produc- 
tion of wealth. The man who molds the clay into pottery 
makes wealth by changing its form with his hands. It is 
easy for the layman to understand that this is wealth creation. 
But the salesman who makes a buyer want to use the pottery, 
and who persuades him to buy it, and who helps him to enjoy 
it, is creating wealth too—creating values which are not so 
easy for the layman to see but which are actually more rare. 
The economist calls these values by the names of time, place. 
and possession utility. There is ample proof that the utility or 
wealth created by the salesman in making people want things 
is valuable, because customers by the millions every day freely 
choose to buy articles that carry the cost of persuasion, in- 
stead of articles that do not carry this cost. Our society has 
a large number of built-in prejudices against the acceptance 
of this idea of utility, and salesmen and sales managers should 
be on the lookout to combat these worn-out notions. Let me 
give you a couple of examples. Politicians talk about ‘The 
workers,” in terms of factory employees who make things with 
their hands. The implication is that people in business who 
do not work with muscle are not workers, and that managers 
and salesmen belong in this category and must be carried on 
the backs of the hand laborers. Again, businessmen perpet- 
uate ignorance by the persistent use of the accounting term, 
“productive labor,” in referring to direct factory labor, thus 
implying that management, administrative, financial, and sell- 
ing costs are unproductive! 

A moment ago I spoke of selling in a free economy. A 
further comment is essential at this point. I have heard sales- 
men say that selling exists in any kind of society, and that 
Russian Commuism cannot get along without it. I disagree. 
True, persuasion exists and value judgments are made every- 
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where, but not in a form which develops personal buying and 
selling skill that a free order encourages. Persuasion and 
market judgments in a dictatorship come down from the few 
who hold power by the sword. But a few generations of liv- 
ing under this power will surely rob consumers and business 
men of the trading skills which characterize free men. A cen- 
tralized society which accomplishes this result must certainly 
limit progressively the creation of wealth. 

American businessmen should be the staunchest defenders 
of our Constitution which laid the foundation for this political 
and economic freedom and individual liberty. They should 
be the first to defend our political and economic institutions 
against the inroads of authoritarianism and monopoly control 
in any form; because the real genius of selling can only be- 
come manifest in an atmosphere where individual freedoms 
prevail in the market place where men are free to outdo each 
other in giving better service and where millions of people 
develop abilities to make judgments and market decisions. 

It is one of the wonders of the world to me, that Europe 
has been able to develop its great economies and its great cul- 
tures in the face of the general prohibition against the use of 
economic persuasion and economic rivalry in the creation of 
wealth. For, it seems to me that where the State and the 
society limit persuasive methods to the central government, 
be it government of the church or a ruling dynasty or family, 
or by a nihilistic minority party with a secret police force, 
businessmen will be forced, as will consumers, to channel their 
struggle for existence into either destructive or deceptive av- 
enues. The best thing that one can say for a police state is 
that it may happen to have a benevolent head whose economic 
decisions, substituted for those of the millions of producers 
and consumers, may be better than those of his ignorant sub- 
jects. And history gives us examples of some great dictators 
who gave us the Parthenon, the Coloseum, the Colossus of 
Rhodes and, to use a modern example in Louisiana, the great 
Mississippi River bridge and the Hospitals and public build- 
ings of New Orleans. The wise reader of history, however, 
will quickly call to mind the decisions of Napoleon and Hitler 
and Stalin which, together, have destroyed far more wealth 
than was ever created by all the noblest dictators combined. 
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But let me return to my analysis of selling. What I have 
stated is that trading is one of the great discoveries of the 
ages which enables man vastly to increase his power of wealth 
creation. Selling is the dynamic force of persuasion and com- 
petition which lifts trading out of the category of laborious and 
primitive human activities and vastly multiplies the benefits 
to the economy. There remains the concept of salesmanship 
to complete the picture—salesmanship, the art of stimulating 


trade through creation of wants and through the economical ’ 


servicing of them. I need not tell the salesmen in this audience 
what a rare, difficult art salesmanship is, although there may be 
some sales managers who do not as fully understand this 
fact! The good practitioner of the art of salesmanship, the 
real salesman strives to understand his customers’ aspirations, 
wants, needs, motivations, and habits. He tries to alter these 
in such a way that the customer will have greater satisfactions. 
But he knows that it is the customer himself who must be 
the final judge of his own satisfactions and not the salesman, 
and that the measurement and forecasting of these satisfac- 
tions is difficult indeed. 

I am always astonished when I get the typical answer to the 
question, “What is the most important thing for a salesman 
to know?” The reply usually is, “All about his product.” 
My own reply would be, “All about the users of the product.” 
I am sure that physicists, chemists, and engineers know more 
about gasoline pumps than I would; but these people have 
been designing gasoline pumps for years which do not take 
into consideration one fundamental fact about me as a con- 
sumer: namely, that I wish to know what the meter readings 
are without twisting myself around like a pretzel. Some day 
a real salesman is going to catch on to this elementary fact 
about consumers and he will force the engineers to design a 
pump that will give the satisfactions that consumers ought to 
have. My point is that such a creative idea is a selling idea 
because it relates to greater human material satisfactions. 


It is now time to return to the original question, ‘‘Is Selling 
Good for Society?” It has a moral implication, and can be 
answered only on the basis of an established definition of sell- 
ing, which I have tried to offer, and one’s basic ethical philos- 
ophy. The answer is now clear. It depends on what society 
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wants and who is doing the selling. If of its culture society 
wants nothing but leisure, based on the belief that virtue comes 
only from self denial of material things, then selling isn’t 
very good for society. If people only want to produce enough 
to permit them to spend several hours a day dozing under 
the sun, or in the shade in siesta, then they will devise ways 
of prohibiting salesmen from stirring up their wants for things 
that distract from lifeless comfort—things like television, 
automobiles, electrical appliances, better houses, and educa- 
tion. In such a society, selling does not flourish. 


On the other hand, if people want lots of things, including 
knowledge of the unknown, so that they can move about with- 
out the physical restraint of material poverty and do more 
things, there will be a premium on a major means that makes 
this possible—selling. Perhaps it is no accident that this kind 
of society has developed in the United States, the first great 
area in the modern world to develop in an atmosphere of 
political and economic freedom. And it is essential to join 
these two freedoms to accomplish the great wealth produc- 
tion we have. For, although Great Britain and France may 
have cradled the political freedom we enjoy, this freedom was 
grafted onto a feudal economic system that is characterized 
more by restriction on free economic choice that otherwise. 
The remnants of the ancient guild systems have not been de- 
stroyed; the organized trades still govern the entry of new 
producers to preserve profit, innovation is discouraged, and 
consumers’ choices are decidely limited. There is no premium 
on creation of wants beyond those the guild can satisfy. When 
any seller can say “you can take it or leave it,” you can be 
sure that selling and trading is in a degenerated state and 
social benefits reduced to all! 

In a very real sense, then, the question may be reversed, 
and we may ask, ‘Is Society Good for Selling?’ Ours surely 
is and this fact accounts in large measure for our economic 
prosperity. 

But, this view does not allow for complacency on the part 
of the salesmen. Their responsibility to preserve the value of 
selling to society is a grave one. They must defend and pre- 
serve political and economic freedom on the one hand, and 
be intolerant of careless, inefficient, and dishonest use of sell- 
ing effort, on the other. 

This is the seller’s obligation to his calling and to his com- 
munity. He can meet this challenge best by understanding 
and believing in the fundamental and ethical basis of his 
occupation—trading—and by meeting with logic and informa- 
tion the careless and sometimes vicious attacks on his work. 
To do this he must know that selling is not a trick or myste- 
rious process available only to the few who are born to have 
it, nor is it related to deception. He must know that selling 
is a creative activity which is founded on the aspiration of 
man to improve his judgments, to build for greater material 
comfort and satisfaction, and to reach out for new experiences 
and understanding. He must know and believe that the process 
by which men are made to want more material things and are 
helped to get them is a creative and productive effort. 

He must believe that selling is closely associated with man’s 
struggle to learn to use his intellectual apparatus to solve his 
agonizing problems in an effort to climb out of ignorance, 
superstition and fear. Sellers need not claim the whole of the 
credit for man’s progress which is a complicated story, indeed. 
But it must be an everlasting challenge and inspiration to 
every man engaged in marketing and selling that he lives and 
works to further one of the great adventures of mankind, 
namely, solving the problem of eliminating poverty from the 
face of the earth. 





